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Why has the gender wage gap narrowed? 
Marne Drolet 


The gender gap in hourly wages narrowed between the late 1980s 
and the late 2000s. This article analyses the narrowing wage gap 
according to the changing characteristics of men and women in 
paid work, the changes in pay received for those characteristics, 
and the extent to which who works in each period affects the 
results. 


Seniors’ self-employment 
Sharanjit Uppal 


A substantial proportion of working seniors are self-employed. 
This article uses census data to study self-employment among 
senior men and women. Trends in self-employment rates and 
categories ate presented, along with occupational and industrial 
profiles. In addition, 2006 data are used to study factors associated 
with self-employment. 


Retirement, health and employment among 
those 55 plus 
Jungwee Park 


This study examines four distinct states of retirement among older 
Canadians: fully retired; partially retired; previously retired but 
returned to work; and never retired. Using the 2009 Canadian 
Community Health Survey (CCHS) — Healthy Aging, it presents 
the socio-economic characteristics of each group, and discusses 
their differing work patterns and health. 
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rh PE] 39 Inside the labour market downturn 


Jason Gilmore and Sébastien LaRochelle-Coté 


The Canadian labour market recently experienced its most significant 
downturn since the 1990-1992 recession. Although employment 
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In this issue 


Mi Why has the gender wage gap 


narrowed? seff05 


@ Seniors’ self-employment 


The gap in pay between men and women can be 
examined in a number of different ways. Many 
studies focus on the earnings gap—the difference 
in the amount of pay received weekly or yearly. 
Yet men and women, on average, work a different 
number of hours in these periods. To account for 
the difference in working time, this study focuses 
on the wage gap—the difference in the amount 
of pay received per hour of work. 


The gender gap in hourly wages narrowed by 7.6 
percentage points between the late 1980s and the 
late 2000s. This study attributes the narrowing wage 
gap to three key factors. 


First, the growth in women’s relative wages 
outpaced that of men. This implies that the changing 
composition of the labour force and changes in 
how the labour market compensates workers 
played a role in narrowing gender wage gap. 


Second, men and women entering today’s labour 
market are more alike in terms of characteristics 
and wages than they were in the past. Thus as 
younger workers ‘replace’ older workers, the wage 
gap declines simply because the gap is smaller in 
the new cohorts than in those that preceded them. 


Third, part of the decrease in the gender wage 
gap is related to the fact that men and women’s 
wages did not diverge as they aged to the same 
extent as in the past. 


Si Oe) 


The self-employed comprise a substantial portion 
of the employed labour force among seniots. 
Among those who had a job in 2006, 44.1% of 
men and 28.6% of women were self-employed. 


The majority of self-employed seniors were 
unincorporated. About two-thirds of self- 
employed men and three-quarters of self-employed 
women did not own a separate business entity. 


One-third of self-employed men were in primary 
goods and one-third of self-employed women in 
consumer services industries. Self-employed seniors 
were also concentrated in a few occupations. The 
most frequently reported occupation was farmer 
or farm manager, accounting for 24.2% of self- 
employed men and 17.2% of self-employed 


women. 


Senior men and women with higher family income 
from sources other than individual employment 
earnings were more likely to be self-employed as 
opposed to being paid employees. 


Seniors who had another self-employed family 
member were more likely to be self-employed 
themselves than those who had another family 
member working as a paid employee. 


Immigrants who arrived in the preceding 10 years 
wete less likely to be self-employed than more 
established immigrants or the Canadian-born. 


Those with activity limitations were more likely to 
be self-employed than senior workers who 
reported no limitations. 


MM Retirement, health and employment 


among those 55 plus spon fet 29 


This study examines four distinct states of retirement 
among Canadians age 55 and older: fully retired; 
partially retired; previously retired but returned to 
work; and never retired. 
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B® Almost 60% of the fully retired belonged to the two 
lowest income groups compared to less than 30% 
of those who had never retired. Retirees also 
reported poorer health than other groups even after 
controlling for age differences. 


@ The partially retired were the most likely to report 
that they retired because they were financially able to 
do so. Accordingly, two-thirds of the partially re- 
tired worked less than 30 hours per week compared 
to 11% of the never-retired and 22% of returnees. 


@ Those who had returned to work were the most 
likely to be in the top income bracket, corresponding 
to their high average level of education. Neverthe- 
less, one-half reported that financial considerations 
contributed to their decision to return to work. 


H Almost 40% of never-retired workers reported that 
their financial plans for retirement were less than 
adequate. A larger proportion of this group still had 
a mortgage on their homes compared to the fully 
and partially retired. 


@ Immigrants and visible minorities were over-repre- 
sented in the never-retired group. 


@ Inside the labour market 
downturn aap: 39 


M The Canadian labour market lost more than 
400,000 jobs during the first 12 months of the 


recent downturn. 


@ Although initial job losses were steeper in the recent 
downturn, employment rebounded earlier than in 
the downturns of the 1980s and 1990s. 


@ As in previous downturns, the number of working- 
age people without a job increased. Between 
October 2008 and October 2010, the number of 
non-workers increased by 800,000. Increases 
occutred in both the unemployed population 
(341,000) and individuals not participating in the 
labour force (458,000). 


@ Changes in the unemployed population were not 
just due to layoffs. Although the number of layoffs 
increased by 30% over the period, other categories, 
like new entrants and re-entrants coming back after 
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a period of labour market inactivity, also increased 
(33%). In the previous downturns, layoffs made 
up a larger portion of the unemployment increase. 


The growth of the non-participant population was 
mainly attributable to increases in the number of 
students and, to a lesser degree, the number of 
seniors. Although the number of discouraged 
searchers increased, that group consistently 
represented less than 1% of non-participants. 


Even though employment rebounded sooner than 
in earlier downturns, the number of individuals 
who worked part time but who would have liked 
to work full time increased by 20% over the 
period. As of October 2010, the Canadian labour 
market still had 113,000 fewer people working 
full time than in October 2008. 


Alternative measures of unemployment that 
incorporate discouraged searchers, the marginally 
attached and involuntary part-timers can be 
calculated. Regrouping these three populations with 
the unemployed population would boost the 
unemployment rate by about 25%, but would 
produce a rate moving in tandem with the standard 
unemployment rate. 


@ What's new? ps3 


HM From Statistics Canada 


Cohort differences in education and earnings of 
childhood Immigrants 


Highly educated immigrants in the Canadian and 
USS. labour markets 


Paid work among women in Canada 

Survey of Household Spending 

Labour productivity in the provinces and territories 
From other organizations 


Who creates jobs? Small companies or young 
companies? 


Trends in U.S. hours and the labour wedge 
Upcoming events 


From data to decision-making: Socio-economic 
conference 
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Why has the gender 


wage gap narrowed? 


Mame Drolet 


women is not new but it is an issue that 

demands frequent re-examination. The female- 
to-male earnings ratio—based on the annual earnings 
of full-year, full-time workers—has held steady at 0.72 
since the early 1990s (Statistics Canada 2009). This 
contrasts with the preceding 20 years during which 
there was a steady, if modest, narrowing of the earn- 
ings gap (Baker et al. 1995). Does this mean that 
progress towards equal pay has stalled? 


he fact that men continue to earn more than 


Restricting male—female comparisons to full-year, full- 
time employees does not ensure that equal quantities 
of work are being compared. That requires a measure 
that includes both pay and a precise unit of work: 
hourly wages. On an hourly wage basis, the gap in pay 
between full-time women and men closed by more 
than 5 percentage points from the early 1990s to the 
late 2000s (Baker and Drolet [forthcoming]).' 


The main purpose of this article is to examine the fac- 
tors that contributed to the narrowing of the wage 
gap (see Data sources and definitions). This article first 
shows how the relative position of women in the 
labour market has changed since the 1980s. Next, 
changes in the wages among men and among women ate 
examined before changes in the wage gap between men 
and women are addressed. The core analyses estimate 
the effects of changes in the relative characteristics of 
male and female workers, the compensation they 
receive for these characteristics, and labour force par- 
ticipation relative to the evolution of the wage gap. 
Finally, whether the changing labour market participa- 
tion of women affects measurement of the wage gap 
is addressed by way of a selection model. 


Women in the labour market 


Of women between the ages of 25 and 54, 4 out of 5 
participated in the labour market in 2009. That year, 
women accounted for just over one-half of all 


Marie Drolet is with the Social Analysis Division. She can be 
reached at 613-951-5691 or marie.drolet@statcan.ge.ca. 
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employees. But it is the changing re/ative position of men 
and women in the Canadian labour market that can be 
linked to shifts in their labour market outcomes 
(namely wages). 


Job tenure is a case in point. The gender difference in 
‘in-progress’* job tenures fell from 33.1 months in 
1978 to 6.7 months in 2008 (Chart A). This is due to 
an increase in average tenure among women: from 
68.1 months in 1978 to 92.7 months in 2008—a dif- 
ference of about 2 years. Alternatively, women were 
mote likely to be in jobs that just started (1 to 3 months 
tenure) than were men until the early 1990s. After that 
point there was no appreciable gender difference in 
the proportion of new starts (Chart B). 


The educational attainment of women has been rising 
in recent decades and now surpasses that of men 
(Chart C). For example, the proportion of women 


Chart A Average job tenure 


6.7 months 


85 33.1 months 


65 


60 
1978 1983 1988 ORs 1998 2003 2008 


Source: Statistics Canada, Labour Force Survey, 1978 to 2008. 
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Chart B_ Proportion of jobs considered ‘new 
start’ (job tenure 1 to 3 months) 


: =< 


4 
1978 1983 1988 1993 1998 2003 2008 
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Source: Statistics Canada, Labour Force Survey, author's 
calculations, 1978 to 2008. 


age 25 to 54 in the labour force that held a university 
degree rose from 15.7% in 1990 to 29.3% in 2008. 
The corresponding numbers for men are 17.7% and 
25.3%.° In 2008, 62% of undergraduate degrees and 
54% of graduate degrees were granted to women.’ 


Chart C Proportion of labour force with a 
university education 


1990 1995 2000 2005 2009 


Source: Statistics Canada, Labour Force Survey, 1990 to 2009. 
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Structural changes in the Canadian economy—thke a 
shift away from manufacturing jobs—had a dispro- 
portionately larger impact on the unionization rates of 
men. As a result, the male-female unionization gap 
disappeared. In fact, in recent years the proportion of 
women in unionized jobs? has been higher than the 
corresponding figure for men (Chart D). 


Women’s wages grew faster than men’s 


Before changes in wage differences between men and 
women over time are addressed, changes in the rela- 
tive hourly wages among men and among women must 
be documented separately (Chart E). On average, 
women’s teal wages increased by 11.6% between 1988 
and 2008. While increases occurred across all age and 
wage groups, the most dramatic improvement was 
among women age 45 to 49 (17.8%) and those at the 
higher end of the wage distribution (16.0%). 


The situation among men is quite different. Overall, 
men’s real wages edged up by 1.3% between 1988 
and 2008. However, changes were not consistent 
across age and wage groups. On average, men age 35 
and over and men at the lower end of the wage distri- 
bution saw their real wages decline between 1988 and 
2008. 


Chart D Unionization rates of workers age 


25 to 54 
% 
45 
AO 
Men 
BS 
Women 
30 
1988 199] 1994 1997 2000 2003 2006 2008 


Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 
1990; Survey of Labour and Income Dynamics, 1993 to 
1997; Labour Force Survey, 1998 to 2008. 
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Chart E Percentage change in real hourly wages of 25- to 
54-year-olds, 1988 and 2008, by sex 
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Sources: Statistics Canada, Labour Market Activity Survey, 1988; Labour Force Survey, 2008. 


Unadjusted wage gap narrowed 


The ratio of women’s to men’s average hourly wages (Chart F) rose from 
0.757 to 0.833. In other words, the unadjusted wage gap narrowed by 7.6 
percentage points. The gap converged by 5.4 percentage points between 


1988 and 1998 and then by 2.2 per- 
centage points the following dec- 
ade. This is consistent with trends 
in wage ratios of full-time workers 
reported in Baker and Drolet 
(forthcoming). 


Wage gap narrowed at all 
levels of pay 


The wage gap narrowed through- 
out the wage distribution between 
1988 and 2008, but it is at the low- 
est end of the wage distribution 
where the gap shrank the most (by 
11.5 percentage points) and the 
upper end where the gap shrank the 
least (6.7 percentage points).° 


That the gap shrank the most at the 
lower end of the pay scale corre- 
sponds to other results. Between 
1988 and 2008, the gap shrank 
substantially among part-time 
workers (by 14.1 percentage 
points) and among workers in cleri- 
cal occupations (by 12.1 percentage 
points). 


Most female-dominated occupa- 
tions, like those in health and edu- 
cation, had relatively small wage 
gaps in 1988 and experienced little 
change over the period. The excep- 
tion is clerical occupations—with a 
wage gap of 24% that was halved 
by 2008. 


Although women dramatically 
increased their representation in 
high-wage occupations like man- 
agement, the wage gaps within 
these occupations are clearly larger 
than average. This is not surprising 
since increasing representation is 
first apparent in lower-level posi- 
tions within the occupations. In 
2006, for example, women com- 
prised 26% of senior managers 
compared to 37% of managers at 
other levels (Statistics Canada 
2007). 
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Chart F Gender wage ratio among workers 
age 25 to 54 


Ratio (female-to-male) 


0.900 
0.880 
0.860 
0.840 
0.820 
0.800 
0.780 
0.760 
0.740 
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Source: Author's calculations, hourly wage ratios based on data 
from various sources (see text). 


The wage gap among university graduates remained 
at 16% over the 1998 to 2008 period. Frenette and 
Coulombe (2007) attribute the lack of movement in 
the gap to persistent differences in the fields of study 


chosen by men and women. Women continue to 
outnumber men in education and the humanities, while 
men outnumber women in mathematics and engineer- 
ing.’ 


Wage gap narrowed most among older 
workers 


While the wage gap converged in all age groups, older 
wotkers experienced the greatest change.*® Reading 
down the columns in Table 1, the wage gap among 
workers age 25 to 29 shrank by 5.6 percentage points 
between 1988 and 2008 (Table 1). Over the same 
period, the gender wage gap shrank by 16.2 percent- 
age points among 50- to 54-year-olds. Most of the 
convergence of the gap among younger workers 
occutted before 1998, while it continued throughout 
the period for older workers. 


Factors contributing to the narrowing 
wage gap 


Factors contributing to the decline in the gender wage 
gap have not been extensively studied in Canada. 
Baker and Drolet (forthcoming) show that almost two- 
thirds of the narrowing wage gap among full-time 
wotkers between 1981 and 2008 can be accounted 
for by changes in the relative characteristics of male 
and female workers. They conclude that although no 


Table 1 Female-to-male hourly wage ratio and gap, 1988 to 2008 
Age 
All 25;'to 29 30 to 34 35 to 39 40 to 44 45 to 49 50 to 54 
ratio 
1988 0.757 0.846 0.794 0.768 0.736 0.681 0.645 
11298 0.794 0.905 0.886 0.772 0.762 0.700 0.709 
1998 0.811 0.901 0.851 0.805 0.808 0.750 0.749 
2003 0.825 029220 0.868 0.843 0.804 0.768 ORIEL 
2008 0.833 0.901 0.858 0.837 0.825 0.784 0.807 
gap 
1988 0.243 0.154 0.206 0.232 0.264 0.319 O7355 
ORs 0.206 0.095 0.114 0.228 0.238 0.300 02297 
1998 0.189 0.099 0.149 0.195 OM92 0.250 0.251 
2003 On7Z 0.080 Omrs2 Omay/ 0.196 0232 OnZ27 
2008 0.167 0.099 0.142 0.163 0.175 0.216 0.193 
change in gap (2007$) 
1988 to 2008 -0.076 -0.056 -0.064 -0.068 -0.089 -0.103 -0.162 
1988 to 1998 -0.054 -0.055 -0.057 -0.037 -0.073 -0.069 -0.104 
1998 to 2008 -0.022 -0.001 -0.007 -0.032 -0.017 -0.034 0.058 


Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Labour and Income Dynamics, 1993 to 1996; Labour Force 


Survey, 1998 to 2008. 
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For clarity and consistency, this article refers to the gen- 
der wage gap although other measures are presented in 
the tables. The female-male wage ratio is calculated by 
dividing the female wage rate for a particular group or 
cohort by the male wage rate for the same group or co- 
hort. The wage gap for women is calculated by subtract- 
ing the female—male wage ratio from 1.0 and expressing 
it as a percentage (e.g., .169 = 16.9%). The narrowing (or 
widening) of the gap is calculated by subtracting the gap 
in the second period from the gap in the first period. 


The data are drawn from the 1988 to 1990 Labour Mar- 
ket Activity Survey (LMAS), the 1993 to 1996 Survey of 
Labour and Income Dynamics (SLID), and the 1998 to 2008 
Labour Force Survey (LFS). The unit of measurement is 
hourly wages expressed in 2007 dollars. Wages refer to usual 
wages or salaries before taxes and other deductions. Tips, 
commissions and bonuses are included and paid overtime 
is excluded. 


Following Baker and Drolet (forthcoming), this study looks 
at paid employees, age 25 to 54, in their main job in May 
of the reference year. The age restriction limits the 
impact of social and economic trends: by age 25 most 
individuals have completed their schooling,'® while the trend 
towards early retirement did not affect those under age 55.'’ 


one characteristic dominates, changes in educational 
attainment and the occupations in which men and 
women work play important roles. 


This study adds information on factors contributing 
to the narrowing wage gap within age groups since 
compositional changes may have occurred differently 
for workers of different ages (see Accounting for changes 
in the wage Zap). 


For older workers, longer job tenure and 
shifts in occupation reduced the gap 


Between 1988 and 2008, the female—male wage gap 
closed by 16.2 percentage points among 50- to 54- 
yeat-olds. The real wages of women age 50 to 54 grew 
by 23.4% compared to a slight decline in the real 
wages of their male counterparts (-1.4%). Roughly 
two-thirds of the narrowing gender wage gap can be 
explained by compositional changes (Table 2). In par- 
ticular, older men were less likely to hold management 
jobs in 2008 (about 14.0%) than their 1988 counter- 
parts (about 20.0%). This shift, combined with the fact 
that managers generally earn higher wages, accounted 
for over one-quarter of the decline in the gender pay 
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The years 1988, 1998 and 2008 were selected since they 
occur at roughly comparable points in the business cycle. 
If women’s progress is sensitive to business-cycle fluctua- 
tions as suggested by Baker et al. (1995), choosing years 
at comparable points in the cycle should minimize any busi- 
ness cycle effects and any change in the gender wage gap 
would represent a structural change. The longer period also 
allows time for compositional changes to occur. 


This study uses a proxy measure of experience based on 
age. This proxy overstates women’s actual labour market 
experience and deviates further from the actual measure 
as workers age.'® The experience gap widens among 
female workers as they age, partially reflecting the fact that 
older women were part of a generation that was less 
inclined to combine work and family than younger women. 
As long as older female workers in 2008 had, on average, 
longer work experience than their counterparts in 1988, 
actual work experience would explain part of the wage gap 
convergence. The findings of Drolet (2001) suggest that the 
omitted variable—actual labour market experience—was 
increasing for women during the period. 


gap. Changes in job tenure accounted for another 
14.6% of the decline in the wage gap. This was driven 
by a significant increase in the proportion of women 
holding long-term jobs’ (14.2 percentage points). 


Higher education and declining 
unionization narrowed gap for younger 
workers 


The growth in real wages of younger women (7.8%) 
outpaced that of younger men (0.5%) between 1988 
and 2008, contributing to the narrowing wage gap 
among 25- to 29-year-olds. Roughly two-thirds of the 
narrowing gender wage gap can be explained by 
compositional changes. 


Changes in educational attainment and choice of oc- 
cupation increased the real wages of younger women. 
By 2008, 24.1% of younger men and 36.5% of 
younger women held a university degree. Since educa- 
tion is positively correlated with wages, the increasing 
educational attainment of younger women accounts 
for about one-quarter of the narrowing gender wage 
gap.'” Younger women also moved away from low- 
paying occupations—like clerical and sales occupa- 
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Accounting for changes in the wage gap 


The literature has developed using Blinder-Oaxaca’s decomposition procedure that allows for an identification of the proportion 
of the gender wage gap owing to differences in worker characteristics and a portion owing to differences in the returns 
to those characteristics as well as differences in the constant term. The decomposition is based on the OLS property that 
the sample average wage, w, is equal to the product of the average vector of characteristics, X , and the estimated 


regression coefficients § 


The log wage differential for each year (t) can then be expressed as:?° 


dn Wm —Inwy;)= GX -X ,)B,, Oo. —~B,)X, 21 (Equation 2). 


between periods (t-1) and t may be expressed as 


tions—towards high-paying occupations in health and 
education, further contributing to the decline in the 
gender wage gap. 


On the other hand, structural changes in the economy 
had a larger impact on younger men. Younger men 
experienced a drop in union coverage of 11.3 per- 
centage points. Because unionized workers earn more 
than non-unionized workers, the contraction of the 
gender unionization gap lowered the wages of men 
relative to women. This accounted for 26.8% of the 
narrowing gender wage gap. 


Changes in the pay structure within some industries 
also contributed to the narrowing gap. For example, 
men traditionally held most high-paying manufactur- 
ing jobs—like auto assembly and metal fabricating— 
while women held jobs in lower-paying sectors like 
textiles and clothing. However, the average hourly 


SE Re BBS PE AS A TR TS A SE SS II ET ST OT TP TS ES I LET EES LLNS ILE TE OEE IEEE 


For each year (t), men’s and women’s wage structures (i=m,f) were estimated by the relationship between hourly wages 
and observed characteristics using ordinary least squares (OLS) 


Inw, = X,' B,+u, i = m, f (Equation 1) 


where the natural logarithm of hourly wages is the dependent variable, X is a vector of wage-determining characteris- 
tics (age, age squared, education [3 groups], part-time, union, married or common law, tenure [6 groups], industry [17 
groups], occupation [10 groups], and province [10 groups]);'® B is a vector of regression coefficients showing the return 
to each characteristic; and u is a normally distributed error term. Each coefficient is the percentage change in hourly 
wage rates associated with a one-unit change in the explanatory variable. 


Following Baker et al. (1995), the change in the unadjusted wage differential over time can be decomposed into a part 
due to changes in the mean characteristics within the sample and changes in the returns to those characteristics. The change 


(w," EA Wei) Se (Ww, aa W1) ro 
an (XE a ees — Bix} = x | Rainey - BM) ce Aaa - Br) 


The first component is the change in the wage gap due to changes in the relative mean characteristics across groups weighted 
at group-specific prices at time t. The second term is the change due to trends in the relative returns of these character- 
istics across groups, weighted by group-specific period (t-1) means of the explanatory variables. 


(Equation 3). 


wages of younger men in manufacturing fell by about 
2% between 1988 and 2008 but rose by roughly 10% 


for younger women. 


Declining correlation between wage gap 
and age 


One clear result is that the gender wage gap generally 
increases with age (reading across the rows of data 
Table 1, second panel). Since women’s characteristics 
have changed significantly since the earlier cohorts 
entered the workforce, at any point in time older 
women’s characteristics will be quite different from 
those of younger women. Women’s characteristics, al- 
though similar to men’s early in their careers, may di- 
verge due to differing educational, occupational and 
career interruption decisions. When combined, the 
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Table 2 Accounting for the narrowing wage gap, 


1988 to 2008 


Age 


DORON GI OTOYS 4 


35 to 39 


40to44 45to49 50to 54 


Change in 
Female-to-male 
wage ratio | 
Gap of log wages 

Real log wages 
Men 0.005 
Women 0.078 


0.056 
-0.072 


% due to differences 
in characteristics 66. 
Age 2 
Education 28. 
Province -1] 

Tenure 5 

Marital status 0) 

Union 26. 

8 
2 
8 


a 
i) 


Ne) 
ga NO CNN'S. 
WW-WNUOUNADUY 


a 


Part time 
Industry - 
Occupation 


NONMOMOWNRWO 


% due to differences 


in returns 34.0 47.3 


0.068 0.089 0.103 0.162 
-0.118 -0.120 -0.156 -0.217 
-0.026 -0.045 -0.001 -0.021 

0.092 0.074 G19 0.196 

% 

40.2 57.1 47.1 65.4 
O77, -0.1 -0.4 -0.9 
8.5 -7.0 -0.8 3.6 
-7.0 -3.3 -4.9 1.1 

2.6 6.5 10.9 14.6 
Zoo 6.0 3.0 1.8 
3.1 5.0 4.8 6.6 
Pe) 4.0 1.6 6.8 
-5.8 Teal kG 4.0 

120 1.7 Dey fed 

59.8 42.8 52.9 34.6 


Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Labour and 
Income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008. 


large gender wage gap among 
older workers and the smaller wage 
gap among younger workers are 
easily explained. 


Although there is a correlation 
between the wage gap and age in 
all survey years, this correlation 
becomes smaller each successive 
year. The gender wage gap was 
20.1 percentage points smaller 
among workers age 25 to 29 than 
among workers age 50 to 54 in 
1988. By 2008, the difference in the 
gap between younger and older 
workers shrank to 9.4 percentage 
points. 


The weakening correlation between 
the wage gap and age suggests a 
‘cohort replacement effect’: as 
younger cohorts replace older 
ones, the overall gap declines sim- 


ply because the gap is smaller (and 
remains smaller) in new cohorts 
than in those that preceded them. 


Does the gender wage 
gap increase as 
workers age? 


The comparison made above is 
between workers from different 
birth periods. It does not answer 
the question, “Does the gender 
wage gap increase as workers 
ager” The change in the gender 
wage gap for a given cohort"! over 
time can be found by reading Ta- 
ble 1 diagonally.'” 


Using this approach, the gender 
wage gap was 15.4 percentage 
points among workers age 25 to 
29 in 1988. Ten years later, when 
the cohort was age 35 to 39, there 


was a gender wage gap of 19.5 
percentage points. Finally, in 2008, 
when the cohort was age 45 to 49, 
the wage gap was 21.6 percentage 
points. These numbers show that 
the wage gap widened by about 
6.2 percentage points for the 1988 
cohort over 20 years. This is quite a 
different finding from the cross- 
sectional evidence in 2008 where 
the gap among workers age 45 to 
49 in 2008 was 11.7 percentage 
points higher than among those age 
25 to 29. The cross-sectional data 
tend to overstate the correlation 
between the wage gap and age. 


Repeating the same exercise for the 
other age groups casts further 
doubt on the strength of the corre- 
lation between age and the gender 
wage gap observed in cross-sec- 
tional data. In fact, the gender wage 
gap remained stagnant for some 
cohorts as they aged. For example, 
among workers age 30 to 34, the 
gender wage gap was 20.6 percent- 
age points in 1988 and 19.3 points 
in 2008. For other cohorts, the data 
show no clear pattern. So for at 
least some cohorts, part of the nar- 
rowing wage gap may be attribut- 
able to the fact that men’s and 
women’s wages no longer diverged 
as they aged. 


Why did the wages of men and 
women in these cohorts stop di- 
verging as they aged? Two possi- 
ble explanations are related to 
career paths. First, as women’s chil- 
dren age, they may be able to 
devote more time and energy to 
the paid labour market (by accept- 
ing promotions or acquiring train- 
ing). As a result, the wage gap 
within a given cohort may have 
narrowed or remained stagnant 
since women’s enhanced work 
effort improved their relative earn- 
ings capacity. Second, female 
workers have traditionally been 
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Addressing selection issues: Simple selection correction 
ne LS TANGLE DLE ETS BIE TY LE ERIE EL OLE IA IG UREN SIE NPCS EF TEE BE LLL LE TITAS LEE TEIO ELLIE OLS TETRA LTE 
Following Baker et al. (1995), the wages of those in the sample of participants (or those 


. : : as g 
with wages observed) are estimated by the regression Wont = Oneerk KBE ate C int 


where Winn is the natural logarithm of the hourly wage of worker i, within the sample 


of participants p, of gender g, in time t; and Aer is a vector or wage determining 
characteristics (age, education, marital status, presence of preschool children, and 
region). Second, the wages of those not in the sample of participants n (or those with 
unobserved wages) we are estimated using the regression results Be and their mean 
characteristics, bea . Using 1998 as the designated base year (t=0), a weighted estimate 
of the calculated for men and women = as: 


mean log wages is 


Wr = We Wie tla On 


is Jo WNETE Oo; = pr / Dis and Die is the 
employment rate of gender g in year t. Finally, by construction we controls for observ- 
able differences between participants and non-participants, however, it may be prudent 
to control for unobservable differences by multiplying by &. If those not participating in 
the paid labour market are assumed to receive wage offers lower than those participating 


in the labour market, then k < 1. Following Baker et al. (1995), adjusted results are 


presented for k = 1.0 and k = 0.9. 


viewed as more likely to quit 
and be absent from work (Hill 
1979), and these predetermined 
notions of job performance 
may influence pay as well as job 
placement (Chandler et al. 1994). 
However, recent empirical evi- 
dence shows that there is little gen- 
der difference in permanent quit 
rates and absenteeism (Zhang 
2007). As a result, the wage gap 
within a given cohort may have 
narrowed or remained stagnant 
since quits and absenteeism can no 
longer be viewed as important 
explanations for women’s lower 
wages. 


The role of changing 
‘selection bias’ 


Since women’s employment rates 
were lower in the past, the possible 
contribution of changing participa- 
tion rates to the narrowing of the 


earnings gap should be considered. 
For instance, 1f women working in 
the 1980s had ‘above-average’ 
earnings potential relative to those 
not working in the 1980s, it would 
CONS CULE aRsclectioiupias a \s 
women’s employment rates 
increased, more women with ‘av- 
erage’ earnings potential entered the 
labour market. Such a scenario 
would represent a change in the 
selection bias, altering the measure- 
ment of the wage gap. 


To isolate the impact of changing 
selection bias, wages must be linked 
to a consistent mix of characteris- 
tics at different points in time. 
Baker et al. (1995) illustrate a tech- 
nique to control for changing 
selection biases that may affect 
comparisons of unadjusted differ- 
entials over time. The technique can 
also include an adjustment that 
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allows the analyst to make assump- 
tions about unobserved character- 
istics. 

After selection bias is taken into 
account (see Addressing selection issues: 
Simple selection correction), the adjusted 
wage gap shrinks more than previ- 
ously reported for 1988 to 2008: 
an additional 1.6 percentage-point 
increase over the 7.6 percentage- 
point change in the unadjusted gap. 
This indicates that the average skills 
of new entrants in the labour mar- 
ket command lower wages than 
those who participated both years. 
If this assumption is extended to 
unobservable characteristics,'’ the 
gap shrinks an additional 5.1 per- 
centage points compared to the 
change in the unadjusted gap. 
According to these assumptions, 
addressing the selection issue fur- 
ther reduces the gender wage gap 
between 1988 and 2008 by be- 
tween 1.6 and 5.1 percentage 
points." 


For those age 25 to 29 in 1988, the 
unadjusted gender wage gap wid- 
ened by 6.2 percentage points over 
the following 20 years (Table 3). 
Using selectivity-adjusted wages, 
the gap widened by 5.4 percentage 
points or by 2.4 percentage points 
when unobserved characteristics 
were taken into account. Accord- 
ing to these assumptions, the 
growth of the wage gap for this 
cohort is overstated by between 
0.8 and 3.8 percentage points when 
selection effects have not been 
taken into account. This provides 
further evidence that the correla- 
tion between the wage gap and age 
is overstated in cross-sectional 
tabulations.'° 


Summary 


This article explored factors con- 
tributing to the decline in the gen- 
der pay gap over time. The first 
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Table 3 Addressing selection bias: Selectivity-adjusted 
gender wage ratios 


1988 41998 2008 1988 to 2008 

All workers age 25 to 54 aS ares 
Employment rates 

Men 0.876,...0.845 . 0.865 -0.011 

Women 0.6/5. 0.422, 40:78 0.106 
Unadjusted wage ratio 0.757 0.811 0.833 0.076 
Selectivity-adjusted wage ratio 

k= 1.0 0.742 0.807 0.834 0.093 

k = 0.9 0.721 0.807 0.848 0.4127 
Synthetic cohort: Workers age 

25 to 29 in 1988 and 45 to 49 

in 2008 
Employment rates 

Men 0.853 0.863 0.867 0.014 

Women 0.694 0.732 0.804 0.110 
Unadjusted wage ratio 0.846 0.805 0.784 -0.062 
Selectivity-adjusted wage ratio 

k= 1.0 O53 6. 0:009 0.781 -0.054 

k=0.9 O-827 * *O805"” 0.803 -0.024 


Note: Sample of non-participants includes persons who are unemployed, not in the labour 
force and self-employed. 
Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Labour and 


Income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008. 
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major finding—that the growth in 
women’s relative wages outpaced 
that of men—suggests that the 
changing composition of the 
labour force and changes in how 
the labour market compensates 
workers played a role in narrow- 


ing the gender wage gap. 


The second major finding—that 
men and women entering today’s 
labour market are more alike in 
terms of characteristics and wages 
than they were in the past—sug- 
gests that part of the decline in the 
gender wage gap may be due to a 
cohort-replacement effect. As the 
younger cohorts ‘replace’ older 
cohorts, the overall wage gap de- 
clines simply because the gap is 
smaller for the new cohorts than 
for those who preceded them. 
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The third major finding—that 
cross-sectional evidence tends to 
overstate the correlation between 
the wage gap and age—suggests 
that part of the decrease in the gen- 
der wage gap is related to the fact 
men and women’s wages did not 
diverge as they aged to the same 
extent as in the past. 


These findings provide some 
insight into the functioning of the 
Canadian labour market. First, the 
gender wage gap early in an indi- 
vidual’s career is an increasingly 
good predictor of the wage gap 
throughout a generation’s working 
life. Second, further declines in the 
gender pay gap may be difficult to 
determine since, after the 1988 


cohort, there are only moderate 
declines in the wage gap for 
younger women from cohott to 
cohott. 


@ Notes 


1. A complete analysis of the differ- 
ences in the level and trend of the 
gender earnings gap and the gender 
wage gap can be found in Baker and 
Drolet (forthcoming). 


2. These measures do not reflect com- 
pleted job tenure—they measure 
job length at the time of the survey. 
Job tenure measures the number 
of consecutive months or years a 
person has worked for the current 
(or most recent) employer. The 
employee may have worked in one 
or more Occupations or in one or 
more locations or businesses and 
still be considered to have continu- 
ous tenure if the employer has not 
changed. But if a person has worked 
for the same employer over differ- 
ent periods of time, job tenure 
measures the most recent period of 
uninterrupted work. A temporary 
layoff does not constitute an inter- 
ruption. 


3. Author’s calculations from Labour 
Force Survey estimates, CANSIM 
Table 282-0004. 


4. Author’s calculations 
CANSIM Table 477-0014. 


from 


5. Includes those not represented by a 
union but covered by a collective 
bargaining agreement. 


6. The percentile rankings refer to each 
sex’s own wage distribution. An 
alternative method is to calculate 
the average female percentile rank- 
ing in the male wage distribution. 
This indicator shows that women 
‘moved up’ in the male pay distr1- 
bution—on average, women out- 
earned 32% of men in 1988, 37% in 
1998 and 39% in 2008. 
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CANSIM Table 477-0013. 


Baker and Drolet (forthcoming) note similar results for 
full-time workers. 


Long-term jobs are those that last at least 20 years. 


. Information on major field of study is missing from this 


analysis. See Frenette and Coulombe (2007) for a more 
detailed discussion. 


. Here the term ‘cohort’ is used to describe a ‘synthetic 


cohort’ defined by date of birth. A synthetic cohort 1s 
constructed from repeated cross-sectional surveys. This 
permits the average labour market outcomes (in this case 
wages) of workers in different birth periods to be tracked 
overt time. This differs from studies using panel data that 
track the outcomes of zndividual workers over time. As 
long as the cross-sectional sample is representative, this 
approach should approximate changes in the gender 
wage ratio over time for workers within the same birth 
period. A drawback of this approach is the assumption 
that the population 1s fixed. In other words, individuals 
observed working at age 25 to 29 in 1988 are assumed to 
be the same individuals working at age 45 to 49 in 2008. 
Addressing selection issues: Simple selection correction ad- 
dresses this assumption and re-estimates changes in the 
gender wage differential over time. 


. Baker and Drolet (forthcoming) present similar results 


graphically in their Figure 6. 


. Setting k=0.9 as indicated in Addressing selection issues: 


Simple selection correction. 


. Similar results are noted by workers of specific age 


groups. 


. The sample of non-participants includes persons who 


are unemployed, persons who are not in the labour force 
but able to work, and persons who are self-employed. 
Alternative samples of non-participants (unemployed 
only, unemployed, and those not in the labour force) 
were used to perform a similar analysis. All samples 
produced similar results. 


. Neill (2009) reports that, for the 18- to 24-year-old 


population, enrolment in full-time university studies 
increased between 1979 and 2003. This may affect the 
gender wage ratio for this age group since the type of 
younger adult working may be systematically changing. 


. Milligan and Schirle (2008) document significant changes 


in the employment rates of older (55 and over) men and 
little change in the employment rates of older women. 
Changing retirement patterns may influence the gender 
wage ratio among older workers since the type of older 
adult working may be systematically changing. 
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18. Drolet (2001) shows that, in 1997, younger women (25 
to 34) spent 84% of their potential years of work 
experience working full-year, full-tume compared to 74% 
of older women (45 to 54), while men spent over 90% 
of their potential years of work experience working full- 
year, full-time, regardless of age. These numbers were 
calculated using data from the Survey of Labour and 
Income Dynamics. 


19. The variables used have been harmonized to provide a 
consistent concept over the survey years. Concordances 
for industry coding (from the Standard Industrial Clas- 
sification [SIC]—used up until 1998—to the North 
American Industry Classification System [NAICS]) and 
occupation coding (from the Standard Occupational 
Classification [SOC] to the National Occupational Clas- 
sification [NOC]) were used to match, as consistently as 
possible, at aggregate levels. See Baker and Drolet (forth- 
coming) for a complete description. 


20. Results from this specification should be interpreted 
cautiously since access to occupations, industries and 
unionized workplaces may be affected by differential 
treatment of men and women in the labour market. 


21. The male wage structure is used for comparative pur- 
poses. While it is recognized that the choice of wage 
structure matters (Drolet 2001), questions related to pay 
differentials are often framed in a manner that asks 
whether women are paid the same as comparable men. 
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seniors’ self-employment 


Sharanjit Uppal 


widely discussed as baby boomers enter their 

retirement years. The Minister of Human 
Resources and Social Development Canada established 
the Expert Panel on Older Workers in 2007 in 
response to two issues that could affect the standard 
of living in Canada. First, population aging could 
reduce the growth potential of the Canadian economy 
since income generally declines with retirement. The 
second question is how to provide for the older work- 
ets who are displaced as the economy adapts to a 
changing environment. 


ae he potential impact of workforce aging is 


The risks associated with an increase in the old-age 
dependency ratio—defined as the ratio of retired 
individuals to the number of working people—are 
often debated. On the one hand, many believe that the 
increase in the number of retirees will put a strain on 
public resources, and possibly also lead to labour short- 
ages in certain areas. Others argue that recent cohorts 
are likely to work longer since they tend to be healthier, 
better-educated, and more entrepreneurial than previ- 
ous generations of retirees. 


Indeed, the employment rate among seniors has 
increased in recent years (Uppal 2010). Between 1996 
and 2006, the share of working seniors (65 and over) 
climbed from 11.8% to almost 14.8% among men, 
and from 4.0% to 5.8% among women. However, 
the fact that many of these employed seniors are self- 
employed has not been widely reported. According 
to the latest census data, 44.1% of senior men and 
28.6% of senior women who had a job in 2006 were 
self-employed. Moreover, self-employment among 
older Canadians increased by more than 100,000 dur- 
ing the recent economic downturn (LaRochelle-Cété 


2010). 


Self-employment is typically seen as providing more 
flexibility and imposing fewer constraints on retirement 
timing, which could explain why many working sen- 
iots choose self-employment (Quinn 1980 and 
Hochguertel 2010). In addition, seniors typically have 
higher levels of human and financial capital to invest in 
a small business, two conditions thought to stimulate 
entrepreneurial activity (Beaucage and Najem 2006, 
and Zissimopoulos and Karoly 2007). Alternatively, 
some seniors may be pushed into self-employment 
through a lack of paid employment opportunities. 


Despite the high incidence of self-employment among 
the senior population, little has been published on the 
topic recently. ! 


The first objective of this study is to present new in- 
formation on self-employment trends among seniors 
and examine their industrial and occupational profiles. 
The second is to examine factors associated with self- 
employment after age 64. Since a large sample is 
required to obtain a detailed description of seniors’ 
self-employment, this study uses census data (see Data 
source and definitions). 


Many working seniors are self-employed 


Although participation in the job market drops sig- 
nificantly at age 65, many of those who remain on the 
job are self-employed. In 2006, 14.8% of senior men 
held a job (Table 1). As a proportion of senior men, 
8.2% were paid employees and 6.6% were self- 
employed. Among senior women, the employment 
rate was 5.8%, consisting of 4.0% who were paid em- 
ployees and 1.7% who were self-employed.’ Thus, 
among seniors, 44.1% of working men and 28.6% of 
wotking women were self-employed. 


ee a 
Sharanjit Uppal is with the Labour Statistics Division. He can be reached at 613-951-3887 or sharanjit.uppal@statcan.gc.ca. 
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Table 1 


Labour force status of seniors, 2006 


65 and over 65 to 69 70 to 74 75 to 79 80 and over 
Men % % % % % 
Total 
population 1,888,905 100.0 597,800 100.0 491,065 100.0 391,240 100.0 408,810 100.0 
Not in the 
labour force 1,519,935 80.5 424,460 WV AS Soe, 343,430 87.8 340,870 83.4 
Institutionalized TDNIS 4.0 6,320 ile 8,565 eZ 13,190 3.4 ATA US WES: 
Unemployed 13,450 On; 8,560 1.4 2,580 0.5 W225 0.3 1,080 0.3 
Employed 280,330 14.8 158,455 26.5 68,750 14.0 33,390 Seo 19,740 4.8 
Employees 154,860 8.2 95,250 15.9 35,410 WP 14,740 3.8 9, 460 DS 
Self-employed 123,670 6.6 62,370 10.4 32,3380 6.7 18,320 4.7 10,160 Dakss 
Non-farm 88,010 4.7 49,235 8.2 22,430 4.6 10,885 2.8 5,465 1.3 
Farm 35,660 19 Isles DBs 10,400 Ded 7,435 1.9 4,695 1e2) 
Unpaid family 
worker 1,800 0.1 840 0.1 510 0.1 330 0.1 25 0.0 
Women 
Total 
population 2,445,890 100.0 635,335 100.0 564,285 100.0 494,610 100.0 751,665 100.0 
Not in the 
labour force PAA NO 86.3 539,930 85.0 518,340 91.9 456,160 92.2 596,700 79.4 
Institutionalized 185,300 7.6 6,430 1.0 11,52° 2.0 23,350 ZANT 144,010 19.2 
Unemployed 8,100 0.3 4,030 0.6 1,855 0.3 1,020 0.2 1,200 0.2 
Employed 141,360 5.8 84,950 IBZ! 32,570 5.8 14,085 2.9 9,760 13 
Employees 97,250 4.0 61,765 9.7 20,585 Sio// 8,640 1.8 6,270 0.8 
Self-employed 40,400 sv 21,385 3.4 10,800 AS) 4,990 1.0 3,230 0.4 
Non-farm SilpoO les 17,830 2.8 8,055 1.4 3,490 OL7/ 1,090 0.1 
Farm 8,890 0.4 37555 0.6 2,745 0.5 1,500 0.3 2,140 0.3 
Unpaid family 
worker 3,700 0.2 1,800 0.3 1,190 0.2 455 0.1 260 0.0 


Source: Statistics Canada, Census of Population. 


The proportion of workers who 
are self-employed is even higher 
among older seniors.> For exam- 
ple, the proportion of the self- 
employed among working men 
age 65 to 69 was 39.4% in 2006, 
but was greater than one-half of 
those who were still working after 
age 75.4 Among women, the self- 
employed made up one-quarter of 
workers age 65 to 69, rising to 
more than one-third of working 
women age 70 and over. 


Self-employed seniors are more 
likely to work full year, full time 
than paid employees (Chart A). 
Among “men, 43.8% of self- 
employed seniors worked full year, 
full time in 2005 compared to 
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Chart A Work activity among employed seniors in 2005 
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Data source and definitions 


This study uses data on men and women, 65 years of age 
and over, from the censuses of 1981, 1986, 1991, 1996, 
2001 and 2006. Census data are required to conduct 
detailed analyses for relatively small population groups, like 
self-employed seniors. The census is conducted every five 
years. One-fifth of households receive the long form which, 
in addition to basic demographic information, asks more 
detailed questions including some on labour market activi- 
ties. The 20% sample is weighted to represent all Canadi- 
ans. 


Variable definitions 


Employed: a person is considered to be employed if 
he or she had a job in the week preceding the census, 
including those who were temporarily absent for the entire 
week because of vacation, illness, a labour dispute at work, 
maternity/parental leave, bad weather, fire, family respon- 
sibilities, or some other reason. 


Employment rate: the number of employed persons 
expressed as a percentage of the relevant population. 


Employee: paid worker — working for wages, salary, tips 
or commission. 


Self-employed: includes individuals who had a job in the 
reference week and belonged to one of the following cat- 
egories: self-employed without paid help, incorporated; self- 
employed with paid help, incorporated; self-employed 
without paid help, not incorporated; or self-employed with 
paid help, not incorporated. 


Unpaid family worker: worked without pay for a rela- 
tive in a family business or on a farm. 


Work activity: based on data prior to the census year since 
data on weeks worked are for the previous year. An indi- 
vidual was classified to be working full year, full time if he 
or she worked 49 to 52 weeks full time (30 hours or more 
per week). 


Other family income: this variable is calculated by first 
subtracting employment income (if any) from total economic 
family income and then adjusting for family size by divid- 
ing it by an adjustment factor that takes the lower relative 
needs of additional family members, compared to a single 
person living alone, into account. Income quintiles are then 
calculated using the adjusted other family income. Infor- 
mation on income variables is for the year prior to the census 
year. 


a em eee 
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Education: education levels are constructed using the high- 
est certificate, diploma or degree variable. The lowest level, 
Level 1, is below high school graduation certificate or 
equivalency diploma. Level 2 is high school graduation 
certificate or equivalency diploma. Level 3 includes other 
trades certificate/diploma or registered apprenticeship 
certificate. Level 4 consists of college, CEGEP or other non- 
university certificate or diploma from a program of 3 months 
to less than 1 year, college, CEGEP or other non-univer- 
sity certificate or diploma from a program of 1 year to 2 
years, college, CEGEP or other non-university certificate 
or diploma from a program of more than 2 years, or cer- 
tificate or diploma below bachelor. The highest level, Level 
5, includes bachelor’s degree, certificate or diploma above 
bachelor, degree in medicine, dentistry, veterinary medi- 
cine or optometry, master’s degree, or earned doctorate 
degree. 


Activity limitations: are based on questions that refer to 
conditions or health problems that have lasted or are 
expected to last six months or more: 


1. “Does this person have any difficulty hearing, seeing, 
communicating, walking, climbing stairs, bending, learn- 
ing or doing any similar activities?” 


2. “Does a physical condition or mental condition or health 
problem reduce the amount or kind of activity this person 
can do: (a) at home? (b) at work or at school? (c) in other 
activities, for example, in transportation or leisure?” 


Reponses to either question indicating “yes, often” and 
“yes, sometimes” are used to create the corresponding 
activity-limitation variables. 


Occupation: Based on National Occupational Classifica- 
tion (520 occupations). 


Industry: Based on the 2002 North American Industry 
Classification System. 


Recent immigrants: Individuals who immigrated to 
Canada between 1997 and 2006. 


Established immigrants: Individuals who immigrated to 
Canada before 1997. 


Aboriginal peoples: Self-reported aboriginal status. 


39.8% of senior employees. Similarly, 32.0% of self- 
employed senior women worked full year, full time 
versus 29.6% of their paid counterparts. In contrast, 
paid employees age 25 to 54 were more likely than the 
self-employed to work full year, full time in 2005 (data 
not shown). Therefore not only is self-employment 
mote ptevalent among senior workers than younger 
workers (see Comparisons with younger age groups), but self- 
employed seniors ate also more likely to report that 
they work full time for the full year. 


Self-employment growing at slower pace 
than paid jobs among seniors® 


Uppal (2010) found that the proportion of seniors 
who work past age 64 has increased since 1996, fol- 
lowing 15 years of decline. For example, the employ- 
ment rate for senior men increased from 11.8% to 
14.8% between 1996 and 2006. Over the same 
petiod, the share of paid employees as a proportion 
of senior men increased from 5.4% to 8.2% (Chart B). 
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Chart B Paid employment and self- 
employment as a proportion of 
total population, 1981 to 2006 
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Source: Statistics Canada, Census of Population. 


Similar patterns were found among women. Did self- 
employment also contribute to the recent increase in 
employment among seniors? 


The answer is yes, but the number of paid employees 
increased faster than the number of self-employed sen- 
iors and the proportion of senior workers in self- 
employment fell as a consequence (Chart C). Between 
1996 and 2006, the share of the self-employed among 
working seniors declined from 53.5% to 44.4% among 
men, and from 33.7% to 29.4% among women.*’ 


By historical standards, self-employment was still rela- 
tively high among seniors in 2006. Among senior 
workers in 1981, 37.8% of men and 13.0% of women 


wete self-employed. The relative importance of self- 
employment for seniors increased rapidly over the 
next 15 years, especially among men: by 8.5 percent- 
age points from 1981 to 1986 and by 7.9 points from 
1991 to 1996. Both periods were characterized by rela- 
tively weak labour markets. Other studies suggest that 
many workers are ‘pushed’ into self-employment dur- 
ing periods of economic stagnation (Kuhn and 
Schuetze 2001). 


Long-term growth among the 
incorporated self-employed 


The self-employed can be classified into two catego- 
ries: the ‘incorporated,’ who own a separate business 
entity, and the ‘unincorporated,’ who do not. Both the 


Chart C Paid employment and self- 
employment as a proportion of 
the employed, 1981 to 2006 
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incorporated and unincorporated 
may have paid employees resulting 
in four categories (Table 2). The 
majority of self-employed seniors 
were unincorporated: about two- 
thirds of self-employed men and 
three-quarters of self-employed 
women. And the vast majority of 
those who were unincorporated 
did not have paid employees: 
80.4% among women and 74.2% 
among men.* In contrast, more 
than one-half of incorporated sen- 
iors had paid employees in 2006. 


While the unincorporated without 
paid help—also referred to as 
own-account workers—still com- 
prise the majority of self-employed 
seniors, their share has declined. 
Between 1981 and 2006, the share 
of self-employed men who were 
unincorporated without paid help 
fell steadily from 67.7% to 50.5% 
(Chart D). There was also a mod- 
est decline among women—from 


61.8% to 58.9%. 


Seniors’ self-employment 


Table 2 Self-employment categories for seniors, 2006 


65 and over 65 to 69 70 to 74 75to79 80 and over 

Men % 

Incorporated Sil? 34.5 Silks DI, 26.0 
Without paid help 14.0 14.9 14.1 122 11.6 
With paid help d29) 19.6 172 15 14.4 

Unincorporated 68.1 65.6 68.6 Wiles 74.) 
Without paid help 50:5 47.4 51.6 55.0 572) 
With paid help 17.6 1822 17.0 123 16.6 

Women 

Incorporated 26.8 27.4 Zou 7.8 26.1 
Without paid help 13st 12.5 13.0 13.8 15.8 
With paid help 1Se/ 14.9 124 14.0 10.3 

Unincorporated 13:3 T27. 74.9 V IRI ESP 
Without paid help 58.9 58.1 60.9 59.1 3/3) 
With paid help 14.4 14.6 14.0 137) 16.4 


Source: Statistics Canada, Census of Population. 


In contrast, the share of incorporated self-employed men more than dou- 
bled, from 15.1% in 1981 to 31.9% in 2006. Incorporated women also 
increased their share of self-employed seniors: from 16.9% in 1981 to 
26.8% in 2006. Thus self-employment among seniors is increasingly com- 
prised of incorporated business owners, as opposed to own-account 
workers. 


Chart D Self-employment categories, self-employed, 1981 to 2006 
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Table 3 Seniors’ employment by industry, 


2006 
Men Employee (%) 
Consumer services Sono 
Business services 19.5 
Manufacturing Wile@: 
Construction and utilities 8.6 
Transport 7.4 
Education Siyi/ 
Primary goods eh 
Public administration Sal 
Health 4.0 


Self-employed (% 


— 


Primary goods 
Consumer services 
Business services 
Construction and utilities 
Health 

Manufacturing 

Transport 

Education 

Public administration 


NON © 


ae ae Bait pick Saad 
DO-OURO—o 


Women Employee (%) 
Consumer services 37.8 
Health 17.8 
Business services WS 
Education 9.4 
Manufacturing S)59) 
Public administration 4.4 
Primary goods 3.4 
Construction and utilities DES 
Transport ea 

Self-employed (%) 
Consumer services Syl) 
Primary goods 26.0 
Business services 19.6 
Health 8.4 
Manufacturing 4.7 
Education 3.8 
Construction and utilities DP 
Transport 1.0 
Public administration 0.0 


Source: Statistics Canada, Census of Population. 


Self-employed seniors concentrated in 
a few industries 


In compatison with paid employees, self-employed 
seniors were more concentrated in a few industries. 
Morte than three-quarters of self-employed seniors 
could be found in three industries: primary goods, 
consumer services and business services (Table 3). One- 
third of self-employed men were in primary goods 
and one-third of self-employed women were in con- 
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sumer setvices. By way of comparison, senior men 
who wete paid employees were typically employed in 
consumer services, business services and manufactur- 
ing (63.8%). Senior women working as paid employ- 
ees were likely to work in consumer services, health 
and business services (72.9%). 


Self-employed seniors were also more likely to be con- 
centrated in a few occupations (Table 4). Almost one- 
half were employed in the top 10 occupations (out of 
520). The most frequently reported occupation was 
farmer or farm manager, accounting for 24.2% of self- 
employed men and 17.2% of self-employed women. 
Concentration in the top 10 occupations was much 
lower for paid employees: 28.4% for men and 37.6% 


for women. 


Factors associated with seniors’ 
self-employment? 


Research suggests that self-employment is related to a 
number of factors, including financial capital, educa- 
tion, and personal characteristics (Fuchs 1982, Bruce 
et al. 2000, and Zissimopoulos and Karoly 2007). 


The financial capital hypothesis suggests that individu- 
als in wealthier families are more likely to be self- 
employed because the associated risks and investments 
are more easily addressed when individuals are finan- 
cially sound (Georgellis et al. 2005). Even though the 
census does not contain any information on financial 
wealth, it is possible to test that hypothesis by using 
“adjusted family income” as a proxy.'” It is calculated 
by subtracting the employment income of the 
respondent from the total family income,'' and next 
adjusting to account for the size of the family (see Data 
source and definitions). Individuals can then be classified 
across quintiles in order to verify whether those with 
higher financial capital also have higher self-employ- 
ment rates. 


Self-employment rates can also vary by educational 
attainment. Higher education may give individuals the 
skills to start and remain in business. Certain fields of 
study, like law and medicine, also lead graduates into 
occupations with relatively high rates of self-employ- 
ment. Past studies have produced mixed results on the 
link between education and self-employment. 


Other personal characteristics are also known to influ- 
ence the probability of being self-employed. For 
example, those with another self-employed family 
member (usually the spouse) tend to be self-employed 
themselves. The link is less clear for other characteris- 
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Table 4 Top 10 occupations: Seniors who 
were paid employees versus the 
self-employed, 2006 


Men Employee (%) 
Retail salespersons and sales clerks Se 
Janitors, caretakers and 

building superintendents 39 
Truck drivers 3.8 
Security guards and related occupations Sl0) 
Bus drivers and subway and 

other transit operators df 
Sales representatives, 

wholesale trades (non-technical) 2 
Ministers of religion De 
Real estate agents and salespersons ] 
Delivery and courier service drivers ] 
Retail trade managers 1 


Self-employed (%) 
Farmers and farm managers 24.2 
General farm workers 4.3 
Retail trade managers Bid) 
Financial auditors and accountants 2.4 
Lawyers and Quebec notaries Zt 
Retail salespersons and sales clerks 2.0 
Truck drivers 1.8 
General practitioners and family physicians 1.8 
Senior managers - goods production, 


utilities, transportation and construction 1.6 
Senior managers - trade, 

broadcasting and other services, n.e.c.! 1.6 
Women Employee (%) 
Retail salespersons and sales clerks 8.1 
Secretaries (except legal and medical) 6.9 
Registered nurses 3.6 
General office clerks 3.6 
Bookkeepers 30) 
Light duty cleaners 2.8 
Receptionists and switchboard operators 2.9 
Cashiers 2.4 
Administrative officers 23 
Visiting homemakers, 

housekeepers and related occupations Ps), 


Self-employed (%) 


Farmers and farm managers Ae 
Secretaries (except legal and medical) 573 
Bookkeepers 4.8 
General farm workers 4.6 
Retail trade managers 4.4 
Retail salespersons and sales clerks a3 
Light duty cleaners 2.8 
Property administrators 2.3 
Painters, sculptors and other visual artists Del 
Babysitters, nannies and parents’ helpers leo 


1. n.e.c. = not elsewhere classified 
Source: Statistics Canada, Census of Population. 
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tics. Might those with activity limitations be more likely 
to be self-employed in order to work around their 
constraints? Are new immigrants more entrepreneurial 
than the Canadian-born or more established immi- 
grants? 


Modelling self-employment among senior 
workers 


The probability that a working senior would be self- 
employed as opposed to a paid worker was estimated 
using probit models. In addition to the aforemen- 
tioned factors, a number of other demographic vari- 
ables were included as controls. 


Since farmers and farm managers comprise the largest 
sub-group of self-employed seniors and their charac- 
teristics differ from those of other self-employed 
workers, alternative models were estimated excluding 
this sub-group. A third set of models, using industry 
controls, was also estimated to control for this hetero- 
geneity without subdividing the sample. 


These models are estimated using cross-sectional data. 
The results are thus descriptive in nature—they do not 
address the probability of becoming self-employed. Such 
inferences would require longitudinal data. Currently 
available longitudinal data sets lack either the sample 
size ot the range of variables to conduct such an analy- 
sis focusing on seniors. 


The results are presented as marginal effects which 
measure the change in the odds of being self-employed 
for a certain characteristic in comparison to a refer- 
ence group (Table 5). These marginal effects can gen- 
etally be interpreted as the difference in probability 
between the groups being compared. For example, 
the value of -0.04 in the upper-left-most cell in 
Table 5 indicates that those in the first quintile of “other 
income” ate 4% less likely to be self-employed than 
those in the third quintile. 


Higher-income seniors are more likely to 
be self-employed 


According to the model, adjusted family income was 
positively related to self-employment among seniots. 
For working men, the probability of being self- 
employed as opposed to being a paid employee was 
higher by 0.04 in the fourth income quintile and by 
0.11 in fifth income quintile than for those in the 
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Table 5 Marginal effects from a probit model of seniors’ self-employment, 2006'” 


Men Women 
All Non-farm All Non-farm 
Column Column Column Column Column Column Column Column 
] 2 3 4 5 6 7 8 
Other family income 
First quintile -0.04* -0.03* -0.03* -0.03* -0.01 -0.02** -0.02 -0.02** 
Second quintile 0.01 0.01 0.01 0.01 0.00 0.00 0.00 0.00 
Third quintile (ref.) “5 i. a sae fe aa =f Me 
Fourth quintile 0.04* 0.05* 0.04* 0.04* 0.02* OO 0.03* O.0s° 
Fifth quintile O..14% 0:1,1* ON Ox 0.07* 0.06* 0.07* 0.06* 
Highest level of education 
Less than high school (ref.) as ay oe iy on ses 8 ie 
High school or equivalent -0.06* -0.03* -0.01 -0.01 -0.03* -0.01 -0.01 0.00 
Trades/apprenticeship certificate -0.04* 0.01 0.04* 0.03* -0.01 0.02 0.02 O102%— 
Non-university certificate/diploma -0.03* 0.01 0.04* 0.03% -0.01 0.03* 0.01 0.04 
University degree 0.02 0.09* 0.10* OF: 0.07 OM /a OL09* OnI7* 
Activity limitations 
None (ref.) ay “yt me: Na: sf) a ve Mi 
Limited sometimes O03" 0.02* 0.02* 0.02* 0.04* 0.04* 0.04* 0.03* 
Limited often 0.04* 0.04* O:03" 0.04* 0.04* 0.04* 0.04* 0.03* 
Age 
65 to 69 -0.09* -0.05* -0.04* -0.02** -0.06* -0.03** -0.03** = -0.02 
70 to 74 -0.03* -0.01 0.00 0.00 0.00 0.02 0.02 0.02 
75 to 79 0.025 0.03* 0.04* 0.04* 0.02 0.02 Ost 0.03 
80 and over (ref.) a dps) : 
Employment status of other 
family member 

Paid employee (ref.) ve aad ae ys a -_ ae - 
Self-employed (Oi Vas Ono" Onan 0.14* O18" 0.14* Osh3* O34 
Not working 0.03* O35 0.01% 0.02* 0.07* 0.07* 0.06* 0.06* 
Immigrant status 
Immigrated between 1997 and 2006 -0.16* -0.16* -0.14* -0.14* -0.10* -0.10* -0.08* -0.08* 
Immigrated before 1997 03" 0.05* 0.04* 0.05* 0.03* 0.04* 0.04* 0.04* 
Aboriginal peoples -0.17* -0.13* -0.10* -0.07* -0.15* -0.11* -0.11* -0.09* 
Other (ref.) =: Lis ie oe ee - a is 
Industry 
Consumer services (ref.) eo oe Ac es see ae os wise 
Business services 0.08* aes C072 ane 0.02** Sa 0.0285 
Manufacturing ae -0.10* i” -0.09* bo -0.02 ae -0.02 
Construction and utilities ie 0.09* ft 0.09* ae 0.00 ws 0.00 
Transportation pe -0.10* Et -0.09* oe -0.10* cas -0.09* 
Primary goods or 0.40* - 0.06* he 0.41* bk On5% 
Public administration and education ! -0.37* we -0.32* et -0.22* tt -0.19* 
Health - 0.09* se 0.08* bas -0.14* nt -0.12* 


* significantly different from the reference group (ref.) at the 1% and ** 5% levels, respectively 

1. Dependent variable = 1 if self-employed and employed in the reference week, 0 if paid employee and employed in the reference week. 
2. Marginal effect is for a discrete change in dummy variable from 0 to 1. 

Note: Models also controlled for marital status, official language, type of region and province. 

Source: Statistics Canada, Census of Population. 


24 / Perspectives on Labour and Income Spring 2011 — Statistics Canada 


Comparisons with younger age groups 
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Self-employment as a percentage of the total population is 
higher for younger age groups than seniors because more 
individuals are working in the former age range. 


The rate has been more stable among senior men than 
younger age groups. While the rate among senior men 
remained around 6% between 1981 and 2006, for those age 
25 to 54 it decreased from 13.1% in 1981 to 11.9% in 1991, 
increased to 13.6% over the next five years, and fell to 12.5% 
in 2006 (data not shown). For 55- to 64-year-olds, after 
registering a small increase between 1981 and 1986 and 
a decline to 12.9% during the next five years, it was on the 
rise until 2001 and remained at 15.5% in 2006. 


Chart E Self-employed as a percentage of total employed, by age, 1981 to 2006 


Among women, all three age groups experienced a steady 
increase over time. The rate increased from 0.7% to 1.7% 
for seniors, from 2.1% to 6.6% for women age 55 to 64, and 
from 3.2% to 6.9% for 25- to 54-year-olds. 


When self-employment among seniors was looked at as a 
proportion of those working, it was found to be much more 
prominent than among the younger age groups (Chart E). 
Employed senior men and women were almost twice as 
likely to be self-employed as workers age 55 to 64, and 
almost three times as likely as 25- to 54-year-olds. Also, 
regardless of age, men were much more likely to be self- 
employed than women. 
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Source: Statistics Canada, Census of Population. 


middle quintile. For those in the bottom quintile, it 
was lower by 0.04, while the difference between those 
in the second and the third quintiles was not statisti- 
cally significant. Among working women, those in the 
fourth and fifth quintiles were also more likely to be 
self-employed than those in the middle quintile. How- 
ever, the differences were not statistically significant 
between the bottom two quintiles and the middle 
quintile.’ 


University degree increases probability 
of self-employment 


With respect to education, men and women with uni- 
versity degrees were mote likely to be self-employed 
than those with less than a high school education. The 
predicted probabilities of self-employment were 
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higher by 0.02 for university-educated men and by 0.07 
for university-educated women. On the other hand, 
men who were either high school or postsecondary 
graduates, but without a university degree, were less 
likely to be self-employed than those who had not 
completed high school. Among women, the differ- 
ences between middle levels of education and high 
school graduates were either small or not significant. 


Evidence for the education hypothesis was stronger, 
especially for men, when farmets were removed from 
the sample. In this sample, both postsecondary and 
university graduates had higher predicted probabilities 
than high school graduates. These results suggest 
that factors other than education play a large role for 
farmers and farm managers. 
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Seniors’ self-employment 


Seniors’ self-employment is often a 
family affair 


For many seniors, self-employment is a family affair. 
Men and women with another self-employed family 
member were mote likely to be self-employed them- 
selves than those who had another family member 
wotking as a paid employee. The probability was 
higher by 0.17 for men and by 0.18 for women. 


Conditional on the fact that they were working, senior 
men age 75 and over were more likely to be self-em- 
ployed than younger seniors. If they were working, 
women age 65 to 69 were less likely to be self-em- 
ployed than those 80 and over. Similar patterns held 
when farmers were excluded from the sample: the 
relative probability of self-employment peaked in the 
75-to-79 age group for both men and women. 


Controls for other demographic variables yielded 
some interesting results. Men and women with activity 
limitations were mote likely to be self-employed than 
those without limitations. On the other hand, 
recent immigrants (who immigrated in the preceding 
10 years) and Aboriginal peoples were less likely to be 
self-employed. 


An alternative model included industry as a control. 
Similar to the effect of dropping farmers from the 
sample, adding industry controls strengthened the 
relationship between a university degree and self- 
employment. 


Looking at particular industries, seniors working in 
business services, construction and utilities, and primary 
goods industries were more likely to be self-employed 
than those in consumer services. The opposite was true 
for men and women employed in manufacturing, 
transportation, and public administration and educa- 
tion. The relationship was strongest between working 
in primary goods and self-employment, but weakened 
considerably when farmers were excluded. 


Summary 


Recent studies have documented the increasing 
employment among seniors in Canada. However, 
much less is known about the extent of self-employ- 
ment among working seniors. Using detailed infor- 
mation from the census, this article presented new 
information on self-employed seniors. It also exam- 
ined the factors associated with self-employment 
among working seniors. 
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The self-employed comprised a substantial portion of 
the employed labour force among seniors. Among 
those who had a job in 2006, more than 1 in 3 seniors 
were self-employed. Although the number of self- 
employed seniors continues to increase, between 1996 
and 2006 the number of employed seniors increased 
even faster. As a result, the proportion of self- 
employed seniors declined. Since self-employment 
increased rapidly among seniors in the 1980s and the 
1990s, its share of working seniors in 2006 was still 
relatively high by historical standards. 


In 2006, the majority of self-employed seniors were 
unincorporated without paid help. Over the past few 
decades, however, a new class of self-employed sen- 
iors—those with incorporated businesses—became 
increasingly prevalent. 


Self-employed seniors were concentrated in a few 
industries and had a much less diverse occupational 
profile than younger self-employed workers. Farmers 
and farm managers accounted for one-quarter of sen- 
iot men and one-sixth of senior women in self- 
employment. 


This study also looked at factors associated with self- 
employment among seniors. Self-employment was 
positively associated with other family income, ind1- 
cating that individuals with more financial capital were 
mote likely to be self-employed. The presence of a 
self-employed family member (most often the spouse) 
and having a university degree were other factors 
associated with a higher probability of being self- 
employed. Although these results persisted in models 
that excluded farmers and included controls for 
industry, they varied somewhat in magnitude. 


@ Notes 


1. Existing studies tend to focus on the population age 15 
to 64 (see, for example, Lin et al. 1999 and Moore and 
Mueller 2002). Gardner (1994) and Turcotte and 
Schellenberg (2007) provide some general numbers on 
self-employment among seniors but do not delve into 
the details of that specific population. 


2. Farm self-employment constitutes an important portion 
of total self-employment. Among men, 35,660 out of 
the 123,670 self-employed were farmers. The corre- 
sponding numbers for women were 8,890 out of 40,400. 
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3. This is not surprising since paid employees typically retire 
earlier than the self-employed. In addition, some people 
who retire from paid employment enter self-employ- 
ment. 


4. Out of 158,455 (84,950) employed men (women) age 65 
to 69, 62,370 (21,385) were self-employed. Among those 
age 75 and over, of the 53,130 and 23,845 men and 
women who were working, 28,480 and 8,220 were self- 
employed, respectively. 


5. In the remainder of the paper, ‘employed‘ refers to the 
paid employed and self-employed. Unpaid family work- 
ers are excluded. 


6. The numbers (44.4% and 29.4%) differ from those 
mentioned earlier (44.1% and 28.6%) since unpaid family 
workers are excluded here. 


7. Examining non-farm self-employment is also important 
since it removes the effect of the relative decline of the 
agriculture sector within the ranks of the self-employed 
over that period. As a proportion of working senior 
men, total self-employment declined by 9.1 percentage 
points between 1996 and 2006, but the proportion of the 
non-farm self-employed declined by only 1.8 percentage 
points. 


8. Of the 84,205 (29,610) men (women) who were unincor- 
porated, 62,430 (23,805) did not have paid employees. 


9. This section pertains only to 2006. 
10. This proxy was also used by Uppal (2010). 


11. It is necessary to remove the employment income of 
individuals from our definition of adjusted family 
income since there is a direct relationship between self- 
employment (and paid employment) and employment 
income. However, other sources of income from all 
family members were included (e.g., pension income, 

- transfers, dividends, and capital gains) as well as the 
employment income of other family members. 


12. Similar results were found when self-employed farmers 
were removed from the sample. 


M References 


Beaucage, André and Elmustapha Najem. 2006. “Une 
analyse longitudinale de la pérennité des expériences des 
travailleuses et des travailleurs autonomes canadiens.” 
Industrial Relations. Vol. 61, no. 2. Spring. 
http://www.erudit.org/revue/RI/2006/v61 legion 
014173ar.html (accessed December 20, 2010). 


Statistics Canada — Spring 2011 


Seniors' self-employment 


Bruce, Donald, Douglas Holtz-Eakin and Joseph 
Quinn. 2000. Self-employment and Labor Market Transitions 
at Older Ages. CRR Working Paper 2000-13. Center for 
Retirement Research at Boston College. Chestnut Hill, 
Massachusetts. 29 p. http://crr.bc.edu/images/stories/ 
Working Papers/wp_2000-13.pdf (accessed December 
20, 2010). 


Fuchs, Victor R. 1982. “Self-employment and labor 
force participation of older males.” The Journal of Human 
Resources. Vol. 17, no. 3. Summer. p. 339-357. 
httpeyY Wwwepstor.ofey; stable; parplas, 
145584?acceptTC=true (accessed December 20, 2010). 


Gardner, Art. 1994. The Self-employed. Statistics Canada 
Catalogue no. 96-316E. Ottawa. 52 p. 


Georgellis, Yannis, John G. Sessions and Nikolaos 
Tsitsianis. 2005. “Self-employment longitudinal dynam- 
ics: A review of the literature.” Economic Issues. Vol. 10, 
HOMZE SQap: 
http://papers.sstn.com/sol3/papers.cfm?abstract_id= 
921029 (accessed December 20, 2010). 


Hochguertel, Stefan. 2010. Se/f-employment Around 
Retirement Age. Tinbergen Institute Discussion Paper 
TI 2010-067/3. Amsterdam, The Netherlands. 
Tinbergen Institute. 47 p. 
http://www.politiquessociales.net/IMG/pdf/ 
03_10067.pdf (accessed December 20, 2010). 


Kuhn, Peter’). “and*Herb J@ Schtetze, 2000" “Self- 
employment dynamics and self-employment trends: A 
study of Canadian men and women, 1982-1998.” 
Canadian Journal of Economics. Vol. 34, no. 3. August. 
p. 760-784. 
http://www.jstor.org/stable/pdfplus/3131894.pdf 
(accessed December 20, 2010). 


LaRochelle-Cété, Sébastien. 2010. “Self-employment 
in the downturn.” Perspectives on Labour and Income. 
Vol. 11, no. 3. March. Statistics Canada Catalogue 
no. 75-001-X. p. 5-13. 
http://www.statcan.gc.ca/pub/75-001-x/2010103/pdf/ 
11138-eng.pdf (accessed December 20, 2010). 


Lin, Zhengxi, Garnett Picot and Janice Yates. 1999. The 
Entry and Exit Dynamics of Self-employment in Canada. 
Statistics Canada Catalogue no. 11F0019MPE — No. 134. 
Analytical Studies Branch Research Paper Series. Ottawa. 
B26Pe 

ee ee ee ee 1£0019m/ 
11£0019m1999134-eng.pdf (accessed December 20, 2010). 


Perspectives on Labour and Income / 27 


Seniors’ self-employment 


Moore, Carol S. and Richard E. Mueller. 2002. “The 
transition from paid to self-employment in Canada: The 
importance of push factors.” Applied Economics. Vol. 34, 
no. 6. March. p. 791-801. 


Quinn, Joseph F. 1980. “Labor-force Patterns of Older 
Self-employed Workers.” Social Security Bulletin. Vol. 43, 
no. 4. April. p. 17-28. 
http://www.ssa.gov/policy/docs/ssb/v43n4/ 
v43n4p17.pdf (accessed December 20, 2010). 


Turcotte, Martin and Grant Schellenberg. 2007. 
A Portrait of Seniors in Canada, 2006. Statistics Canada 
Catalogue no. 89-519-XIE. Ottawa. 301 p. 
http://www.statcan.gc.ca/pub/89-519-x/89-519- 
x2006001-eng.pdf (accessed December 20, 2010). 


Uppal, Sharanjit. 2010. “Labour market activity among 
seniors.” Perspectives on Labour and Income. Vol. 11, no. 7. 
July. Statistics Canada Catalogue no. 75-001-X. p. 5-18. 
http://www.statcan.gc.ca/pub/75-001-x/2010107/pdf£/ 
11296-eng.pdf (accessed December 20, 2010). 


Zissimopoulos, Julie M. and Lynn A. Karoly. 2007. 
“Transition to self-employment at older ages: The role 
of wealth, health, health insurance and other factors.” 
Labour Economics. Vol. 14, no. 2. April. p. 269-295. 
http://www.sciencedirect.com/science?_ob 
=MImg&_imagekey=BOVFD-4H45GWG-1- 
1&_cdi=6008&_user=1516053&_pii=S092753710 
5000552&_origin=browse&_zone=rslt_list_item 
&_coverDate=04%2F30%2F2007&_sk=9998599978&wchp= 
dGLbVtzzSkWb&md5=f£40d7bc9a7b0d85d767a575 
adbae4114&ie=/sdarticle.pdf (accessed December 20, 
2010). 


-——------------— 


We welcome your views on articles and other items that 
have appeared in Perspectives. Additional insights on the 
data are also welcome, but to be considered for publica- 
tion, communications should be factual and analytical. We 
encourage readers to inform us about their current re- 
search projects, new publications, data sources, and 
upcoming events relating to labour and income. 
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Retirement, health and 


employment among those 55 plus 


Jungwee Park 


or older workers, control over the timing and 

circumstances of their retirement is crucial to 

their economic well-being. At the same time, the 
retention of older workers is a significant issue for 
policy makers and employers in an aging society. The 
motivations to remain on the job vary according to 
the circumstances of older workers and those who 
remain on the job have different preferences in the 
workplace than their younger counterparts. Thus, a 
better understanding of the characteristics of older 
workers in various stages of retirement may help 
inform employer practices and public policies. 


Since older workers are not a homogeneous group, 
information on the socio-economic, employment, and 
health-related characteristics of specific groups will 
contribute to understanding their labour supply 
patterns (Wegman and McGee 2004). Retirement 
decisions are closely associated with workers’ capa- 
bilities, limitations and needs in the labour market. 
Older workers’ health is an especially important 
aspect of their labour market activity: some hypoth- 
esize that physical and mental health and associated dis- 
abilities may be barriers to the employability of older 
workers (Nauta 2005). Similarly, poor health has been 
associated with early exits from the labour market 


(Park 2010). 


Many studies, however, treat older workers as a single 
group with little attention paid to their retirement his- 
tory. Due to data limitations, retirement experience or 
partial retirement status were rarely included in analy- 
ses. This study attempts to fill the information gap on 
distinct states of retirement among older workers in 
terms of their links to health and labour market char- 
acteristics. It presents the sociodemographic charac- 
teristics of four different retirement situations: 


@® never retired 

e partially retired 

e fully retired 

@ previously retired but returned to work. 


The article outlines the characteristics of these four 
groups and discusses how they are associated with 
wotk hours, work patterns and occupation. Most 
findings are adjusted to account for the differing age 
and sex characteristics of the groups. 


Data originate from the 2009 Canadian Community 
Health Survey (CCHS) — Healthy Aging, designed to 
better understand the aging process of Canadians. It 
contains information on health and well-being, social 
support and participation, and work and retirement 
transitions (see Data source and definitions). Since the 
CCHS is a cross-sectional survey, it is not possible to 
trace the employment and retirement histories of 
respondents. On the other hand, this data source con- 
tains new information on the association between 
retirement characteristics and the socio-economic and 
health status of older Canadians. Moreover, some tret- 
rospective questions included in the survey are useful 
in determining past retirement experiences. 


Four retirement groups 


Using several CCHS questions on retirement, four 
mutually exclusive groups of older people were iden- 
tified:' never retired, partially retired, fully retired, and 
returned workers. 


The never-retired are currently in the labour force and 
have never retired from a job. Partial retirement is 
based on self-reporting. The retired population 
includes those who report themselves as completely 
retired, not in the labour force and receiving 50% or 
more of their total income from retirement income 
sources such as Old Age Security (OAS) and the Guar- 
anteed Income Supplement (GIS), the Canada Pen- 
sion Plan or the Quebec Pension Plan (CPP/QPP), 
investments, dividends, retirement pensions, superan- 
nuation and annuities. Returned workers are currently 
in the labour force and not retired, either fully or par- 
tially, but indicate that they had previously been 
retired. 
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Jungwee Park is with the Labour Statistics Division. He can be reached at 613-951-4598 or jungwee.park@statcan.ge.ca. 
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Data source and definitions 
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The Canadian Community Health Survey (CCHS) — Healthy 
Aging is one of the focused-content cycles of the CCHS. The 
survey was designed to collect new information on the factors, 
influences and processes that contribute to healthy aging 
through a multidisciplinary approach including health, so- 
cial and economic determinants. The survey focuses on the 
health of Canadians age 45 and over by examining the factors 
that affect healthy aging, such as general health and well- 
being, physical activity, use of health care services, social 
participation, as well as work and retirement transitions. 


The CCHS —- Healthy Aging targets persons age 45 years and 
over living in private dwellings in the ten provinces and was 
conducted between December 2008 and November 2009. 
Residents of the three territories, persons living on Indian 
Reserves or Crown lands, those residing in institutions, full- 
time members of the Canadian Forces and residents of certain 
remote regions are excluded from this survey. In total, 41,496 
of the selected households were in-scope for the survey. Out 
of this sample, 33,517 agreed to participate in the survey, 
resulting in an overall household-level response rate of 81% 
(Statistics Canada 2010). This study includes those age 55 
to 84 and provides complete information on retirement. Those 
who never worked for pay are excluded. The retirement 
status of those age 75 to 84 was measured using the infor- 
mation on income sources and self-reported retirement status 
since the CCHS asked the question on working status only 
to respondents age 74 and younger the previous week. For 
the calculation of retirement age, respondents indicating they 
had retired before age 40 were excluded. The final sam- 
ple size for the analysis was 19,774. 


To account for the survey design effects, coefficients of vari- 
ation and p-values were estimated and significance tests were 
performed using the bootstrap method. The significance level 
was set at p<0.05. 


Shift work refers to anything other than a regular daytime 
schedule (evening, night, rotating or split shifts). 


The self-employed are those who worked mainly in their 
own businesses or professional practices, or on their own 
farms. 


Occupation was collapsed into three groups: white collar 
(management; professional; technologist, technician or tech- 
nical occupation; and administrative, financial or clerical), 
sales or service, and blue collar (trades, transport or equip- 
ment operator; farming, forestry, fishing or mining; and 
processing, manufacturing or utilities). 


Self-perceived health: excellent, very good, good, fair 
or poor. Respondents who answered that their health was 


fair or poor were considered to have negative self-perceived 
health. 


Self-perceived mental health: excellent, very good, 
good, fair or poor. Respondents who answered that their 
mental health was fair or poor were considered to have 
negative self-perceived mental health. 


Life satisfaction: very satisfied, satisfied, neither satisfied 
nor dissatisfied, dissatisfied, or very dissatisfied. Respond- 
ents who answered very dissatisfied or dissatisfied were con- 
sidered to have life dissatisfaction. 


Self-perceived life stress: response categories for the 
amount of stress experienced most days included: not at all 
stressful, not very stressful, a bit stressful, quite a bit stressful, 
or extremely stressful. Respondents who answered “quite a 
bit” or “extremely” stressful were classified as having high 
self-perceived life stress. 


Self-perceived work stress at the main job or business 
in the past 12 months was measured by asking whether most 
days at work were not at all stressful, not very stressful, a 
bit stressful, quite a bit stressful, or extremely stressful. 
Respondents who answered quite a bit or extremely stress- 
ful were classified as having high self-perceived work stress. 


Functional health indicators provide a description of an 
individual’s overall functional health based on the follow- 
ing attributes: vision, hearing, ambulation (ability to get 
around), cognition (memory and thinking) and pain (for more 
information, see Feeny et al. 2002). 


Daily smokers were defined as those who smoked cigarettes 
every day. 


Heavy drinking was measured by asking respondents the 
number of times in the past year they had had 5 or more 
alcoholic drinks on one occasion. Having done so at least 
once per month (or 12 or more times in the past year for 
cycle 1) was classified as heavy monthly drinking. 


Physical inactivity was based on total accumulated energy 
expenditure (EE) during leisure time. EE was calculated using 
the reported frequency and duration of all of a respondent's 
leisure-time physical activities in the three months before 
the interview and the metabolic energy demand (MET value) 
of each activity, which was independently established. 
Respondents with high or moderate EE (1.5 or more) were 
considered physically active, while those with low EE (less 
than 1.5) were considered inactive (for more information, 
see Statistics Canada 1995 and Stephens et al. 1986). 


Body mass index (BMI) is calculated by dividing weight 
in kilograms by height in metres squared. Obesity is defined 
by a BMI of 30 or more. 


Nutritional risk measures whether respondents are at high 
nutritional risk. The questions ask about respondents’ eat- 
ing habits on a typical day. They are based on an 8-item 
nutritional risk screening index (SCREEN II-AB) designed to 
identify risk for impaired nutritional states of older adults 
in community living. Each response category for each item 
is assigned a score. The maximum score for all summed items 
is 48, with a cut-off point of < 38, indicating high nutritional 
risk (for more information, see Keller et al. 2005, and Beath 
and Keller 2007). 


Social Support measures four categories of social support: 


e emotional or informational support—the expression 
of positive affect, empathetic understanding, and the en- 
couragement of expression of feelings; the offering of 
advice, information, guidance or feedback 


e tangible support—the provision of material aid or 
behavioural assistance 


e positive social interaction—the availability of other 
persons with whom to positively interact 


e affection—involving expressions of love and affection. 


Higher scores indicate higher levels of social support (for 
more information, see Sherbourne and Stewart 1991). 


Sense of belonging to local community was measured 
using answers falling into four categories: very strong, some- 
what strong, somewhat weak, or very weak. Respondents who 
answered very strong or somewhat strong were classified as 
having high community belonging. 
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Chart A More men age 55 to 84 in labour 
force than women 


Men Hi Women 


Never Partially Fully Returned 


retired retired retired to work 


Source: Canadian Community Health Survey (CCHS) — Healthy 
Aging, 2009. 


Women more likely to be retired 


The demographic make-up of the four retirement 
groups varied considerably. Compared with women 
age 55 and over, a higher proportion of similarly aged 
men was still attached to the labour force. While 60% 
of women were fully retired and out of the labour 
force, just under one-half of men were in similar cir- 
cumstances (Chart A). Men were more likely than 
women to be never-retired (38% versus 30%) and 
partially retired (13% versus 9%). Less than 3% of both 
women and men reported returning to work from 
retirement. 


Among those who had never retired, the majority was 
under the age of 65 (Chart B). Almost three-quarters 
of those who returned to work were between the ages 
of 55 and 64. Many may have taken early retirement 
before returning to the labour force. 


About one-third of partial retirees were age 65 to 74. 
Bately 1% of the never-retired, 8% of the partially 
retired and 2% of returnees were age 75 and over, 
whereas more than one-third of the fully retired 
belonged to this age group. 


Since the four retirement groups differ by age and sex, 
most inter-group comparisons in this study are tested 
on age—sex standardized rates.* The adjusted statistics 
are used to determine whether differences exist in cer- 
tain variables after controlling for age and sex. It is 
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Chart B Majority of the never-retired under 
age 65 


GH 55to 64 
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retired retired retired to work 


Source: Canadian Community Health Survey (CCHS) — Healthy 
Aging, 2009. 


particularly important to eliminate the age-group 
effect when comparing conditions potentially affected 


by age, like health. 


Retirees at bottom of income distribution 


The fully retired were more likely than the never- 
retired to be in lower income quintiles (Table 1). 
Almost 60% of retirees (55% of men and 62% of 
women) belonged to the lowest two income quintiles 
compared with less than 30% of those who never 
retired (24% of men and 30% of women [data not 
shown]). Moreover, more than 40% of the retired 
reported that they had less than $25,000 in savings and 
investments.’ 


These data indicate that a sizeable minority of older 
workers may continue working out of necessity. On 
the other hand, financially secure and well-educated 
older workers are also more likely to remain employed 
(Uppal 2010). And there seems to be a ready market 
for their skills. More than one-third of returned work- 
ers were among the highest income quintile compared 
with only 8% of those who were fully retired. 


Although income is closely related to current employ- 
ment status, that may not be the case for wealth. 
Almost two-thirds of fully or partially retired workers 
were mortgage-free homeowners compared with 
about one-half of the never-retired and returnees. The 
implicit income generated by home equity is an 
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Table 1 Population age 55 to 84 by selected sociodemographic characteristics and retirement 
status, 2009 


Never Partially Fully Returned 

retired retired retired to work 
Income quintile % 
First 10.0 16535 * 3105" oh dais 
Second 16.4 ZOLOE * Diels 18.0 
Third 20.1 20.3 19.2 17.3 
Fourth 23.8 21.8 P35 24.0 
Fifth 29:7 Zion 73° 34.9 
Source of personal income 
Earnings 93.0 41.8* oF ET Ae 
Transfers Wo7/ Aes PIS) (oy F 
Savings V2 Ai; 1OA* 16.8 
Other income 297 4.2" 2S) F 
No income 1.46 F F i 
Home ownership 
Mortgage paid off 47.6 62895 C6.7* 50.3 
Mortgaged 36.9 24.15 (eres 38.3 
Rent 13% LA OF 18:0%% 26ers 
Other lez 1.4€ Pa seas F 
Educational attainment 
Less than high school graduation To 17S 35.8; 12.35 
High school graduation 20.1 18.0 Ve.Se 18.6 
Some postsecondary education 6.1 5a/, Ani] * 4.15 
Postsecondary degree 58.7 58.9 42.3" 64.8 
Marital status 
Married/common-law Ws) 79.0 O29 Tiles 
Divorced/separated 11.8 oD 8.4** 1. 
Widowed 3.9 6:67" TORS 4, GEX* 
Never married S72 a) AL Or Se 
Family type 
Unattached individual WSs! 17.8* 285 14.8 
Couple without children 49.8 Olleoue ON ae SY/o1 
Couple with children PD) 83 Zon Cn IWEAE 
Single parent 4.3 2ZAae Sous JF 
Other 8:5 Reh Y Oro F GF 
Visible minority EXO 543% fede F 


Immigrant 30.7 21.0% 24.6* ZnO 

* significantly different from the never-retired before and after age-sex adjustment (p<0.05) 
significantly different from the never-retired before but not after age-sex adjustment (p<0.05) 
Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 


** 


important source of economic well-being for home- The main income sources of the completely retired 
owners. Mortgage-free home ownership may were savings, including pension benefits (70%) 
thus partially compensate for the income reduction and government transfers (26%), like OAS and 
due to full or partial retirement.* GIS. Women retirees tend to rely on transfers 


more than men (32% versus 17%). The proportion 
of savings in personal income for men was 78% 
while that for women was 63%. 


The main source of income tends to differ among 
the four groups. Not surprisingly, the never-retired 
rely mainly on earnings including wages, salaries 


and self-employment income. Similarly, almost 80% The income of partial retirees comes from a 
of returnees reported earnings as their main source of combination of employment earnings and personal 
personal income. savings including dividends and interest, benefits 
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from CPP/QPP, job-related retire- 
ment pensions and RRSPs. 


Returnees have highest 
levels of education 


Those who returned to work had 
the highest average level of educa- 
tional attainment. Among this 
group, 65% had postsecondary 
degrees compared with 42% of the 
fully retired. Only 13% of returned 
workers had less than a high school 
education compared to 36% of 
retirees. These differences were sta- 
tistically significant after adjusting 
for age and sex. Thus, it is not 
merely a result of the relatively 
younger average age of returned 
workers. A relatively high level of 
human capital is an advantage for 
those wishing to come out of re- 
tirement -and tfe-enter the 
workforce. Other research shows 
that returned workers tend to have 
valuable skills and experience 
gained from previous employment 


(Schellenberg et al. 2005). 


Fully retired groups showed signifi- 
cantly higher rates of being wid- 
owed even after controlling for age 
composition. With similar controls 
in place, fully retired women were 
most likely to live alone. Of the 
fully retired, 20% were widowed 
and more than one-quarter were 
unattached individuals compared 
with 4% and 15%, respectively, for 
those who never retired. 


Compared with the retired, a 
higher proportion of employed 
women were married or living 
common-law. Unlike younger co- 
horts, married women over the 
age of 55 were mote likely to work 
than single women the same age. 


The proportion of immigrants was 
highest in the never-retired group 
(31%). Similarly, the proportion of 
visible minority workers was high- 
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est among those who never retited 
(15%). This corresponds with data 
on retitement age. Among work- 
ers fully retired in 2009, the mem- 
bers of visible minority groups and 
immigrant workers had retired, on 
avetage, two years later than other 
retirees. 


Never retired most likely 
to work full time 


In general, partial retirement 
equates to part-time work. Almost 
70% of partial retirees worked part 
time—less than 30 hours per 
week—compared with only 11% 
of the never-retired (Table 2). 
More than 1 in 5 returnees also 
worked part time (22%). Of those 
who never retired, 31% worked 
more than 40 hours per week, as 
did 28% of returned workers. On 
the other hand, only 8% of partial 
retirees wotked more than 40 
hours per week. 


Non-standard work arrangements 
were also more prevalent among 
the partially retired and returnee 
groups. More than one-third of 


those who had returned to the 
labour force from retirement 
worked as shift workers compared 
to 21% of the never-retired. 


Partial retirement may occur in the 
main job before retirement as 
some employers have transitional 
programs offering reduced hours 
or responsibilities. More often, it 
involves a job change or a transi- 
tion into self-employment (Honig 
and Hanoch 1985). The partially 
retired had a significantly higher rate 
of self-employment than those 
who had never retired (43% versus 
24%). They may have chosen the 
self-employment path to stay 
involved in the labour market. 
Many partial retirees may also pre- 
fer self-employment as it usually 
provides more flexibility and im- 
poses fewer constraints on the tim- 
ing of retirement (Uppal 2011). 


Almost two-thirds of returned 
workers held white-collar jobs (see 
Data source and definitions), which 
was significantly higher than the 
rates for the never-retired and 
partially retired groups. The high 


Table 2 Population age 55 to 74' by selected labour market 
characteristics and retirement status, 2009 


Never Partially Returned 
retired retired to work 
Work hours per week % 
Less than 30 lilt 68.8* Dil eT ie 
30 to 40 58.3 BE {o* 50.3 
More than 40 30.6 Helov 28.0 
Shift work Diet B2i5e 36.0* 
Self-employed 20-7: 42.6* S208: 
Occupation 
White collar S(o\49) oye] 64.4* 
Sales/services 20.0 DAG 20.8 
Blue collar 23.6 Dive (Asx 


* significantly different from the never-retired before and after age-sex adjustment (p<0.05) 

** significantly different from the never-retired before but not after age-sex adjustment (p<0.05) 
1. The CCHS collects the information on labour market characteristics for individuals age 45 to 74. 
Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 
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incidence of white-collar jobs among returned work- 
ets is consistent with their higher levels of educational 
attainment. 


Overall, the work arrangements of the never-retired 
55 and over are similar to those of workers age 45 to 
54. Similar proportions of each group were self- 
employed, working shifts or in full-time jobs, and their 
occupational distributions were nearly identical. 


Retirees have poorer health 


Health varies by retirement status. The fully retired 
population has lower health status, according to sev- 
eral measures, than groups still attached to the labour 
force. Health status includes information based both 
on a five-category scale of self-percetved health and 


the number of chronic conditions. The number of 
chronic conditions? was included to capture the effect 
of objective health status and minimize potential 
biases of self-assessed health (Park 2010). 


Even after adjusting for age differences, a higher pro- 
portion of retirees had multiple chronic conditions. 
Mote than one-half had at least three chronic condi- 
tions and one-quarter had five or more conditions 
(Table 3). Retired women were more likely than re- 
tired men to have chronic conditions. Almost 60% of 
women reported three or more chronic conditions 
compared with 49% of men. One-half of all retired 
women reported having high blood pressure (50%) 
or arthritis (48%) (see Most prevalent chronic conditions). 


Table 3 Population age 55 to 84 by selected health indicators and retirement status, 2009 


Never 

retired 
Health status 
3 or more chronic conditions 26.4 
5 or more chronic conditions 6.3 
Negative self-perceived health HEE) 
Negative self-perceived mental health 3.8 
Life dissatisfaction 8.4 
High self-perceived life stress 2502 
High self-perceived work stress 31.4 
Functional problem 
Memory and cognition 20.0 
Hearing ed 
Walking 1.6 
Vision UDP 
Pain 22.5 
Health behaviour 
Daily smoking 16.7 
Heavy drinking 5.8 
Physical inactivity 14.9 
Obesity DD 
High nutritional risk Sho) 
Community support and participation 
Community belonging 33.9 
Participation in volunteer/charity activity (weekly or more) 68.9 
Social support 
Emotional support (out of maximum 32) 21 
Tangible support (16) SEO 
Affection (12) 10.7 
Positive social interaction (16) Iee8. 


Partially Fully Returned 
retired retired to work 
% 

CATASS Bsr Do Dee 
8.1 21.4* OF BE 
105 23:6" ANT Es 

eA 6.0* F 
6.9 10.8* 5.6® 
MEE 10.9% D3 Ie 
| 2iS & 23.0% 
20.8 De 19.1 
SOEs 6.0* F 
2.4€ i 2kO% 
79.3 S2i3n Sie! 
DDS 29.9% 20:2 
elRO: Ce 2a ees 
Sa) Det SOF 
16.0 Sone ORS: 
21.4 20.6 26.6 
Ba 3522 29.9 
We Bile 2s 3Gnlingn 
WD 76.6* 13.98 
mean score 
Dil Ge 26.8* 28.1 
1326 eee. 187 
10.8 OsSs 10.8 
13.9 WS 14.1 


* significantly different from the never-retired before and after age-sex adjustment (p<0.05) 


** 


* OK 


significantly different from the never-retired before but not after age-sex adjustment (p<0.05) 
significantly different from the never-retired (p<0.05) only after age-sex adjustment 
Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 
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Almost 1 in 4 retirees (24%) perceived their overall retirement (Honig and Hanoch 1985). Less-demand- 
health as fair or poor compared with 11% for the ing jobs are usually related to lower levels of work 
partially retired. And 11% of retirees, or more than 1 stress. Due to their overall lower employment houts, 
in 10, expressed life dissatisfaction, versus 7% for the the partially retired would have more personal and lei- 
partially retired. In terms of functional health, again a sure time, contributing to a more positive work—life 
higher proportion of retirees had problems with cog- balance. Accordingly, partial retirees participated in 
nition, hearing, walking and vision than the never- community activities like volunteer and charity work 
retired, partially retired and return-to-work groups. more frequently than never-retired workers. 


Chronic pain was also experienced by 30% of retirees. 


Retirees were much mote likely than the other groups SOPOT AN ALTE MCT IT LATA 


to be physically inactive (37% versus 11% of returned The lower health status of retirees is reflected in their 
workers).The lower level of physical activity of the self-perceived ability to work. Ability to work was 
retired is in line with other indicators of relatively poor scored on a 10-point scale, where 10 indicates a full 
health for this group. ability to work and 0 denotes a complete inability to 


work. The mean ability-to-work score for the retired 
was 5.3, compared with 9.2 for never-retired and 9.3 
for returned workers (Table 4). 


In addition to the relatively low health status of the 
retired, they reported receiving less social support. On 
average, their levels of emotional support, positive 


social interaction, affection, and community belong- Compared with the age of retirement of previously 
ing were significantly lower than those of never- retired groups, the planned age for those who had not 
retired workers. Retirement may separate many from yet retired was much higher (a mean of 66 for men 
the social support that the workplace and co-workers and 64 for women). In comparison, the average age 
can provide. of retirement for the partially retired was 60 for men 


and 58 for women, while that of the fully retired was 
also 60 for men and 58 for women. The mean retire- 
ment age of returned workers was 53 for both men 
and women. 


Perhaps reflecting the flexibility of their work arrange- 
ments, partial retirees seemed to be the least stressed 
wotkers. Only 13% perceived their work to be quite a 
bit or extremely stressful compared with 31% of 


never-retired workers and 23% of returned workers. The relatively late planned retirement of the never- 
The preference of older workers for less-demanding retired may be associated with their level of financial 
employment is an important motivation for partial preparedness. Almost 40% of never-retired workers 


Table 4 Population age 55 to 84 by retirement patterns and perceptions, and retirement 
status, 2009 


Never Partially Fully Returned 
retired retired retired to work 
age 
Mean retirement age! 65.4 59.0 58.9 SS)58: 
Median retirement age! 65.0 60.0 60.0 54.0 
mean score 
Self-perceived ability to work (maximum 10) 22 Ow oe ns 
Financial plan for retirement % 
More than adequate/adequate 62.6 70.55% 
Barely adequate 23:7 1 ee a 
Inadequate V8.7 THES . i 
Employer pension plan other than CPP/QPP 60.7 (Was Uebecy i: aia bas 


Bene eh ae ee a OOO OE SE EE EE 
* significantly different from the never-retired before and after age-sex adjustment (p<0.05) 

** significantly different from the never-retired before but not after age-sex adjustment (p<0.05) 

*** significantly different from the never-retired (p<0.05) only after age-sex adjustment 

1. Refers to age at first full or partial retirement, or planned age of retirement for the never-retired. 

Note: CPP/QPP = Canada Pension Plan/Quebec Pension Plan. 

Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 
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reported that their financial plans for retirement were 


less than adequate. Moreover, more than one-third Table 6 Reasons for returning to work, 2009 
reported that they had less than $25,000 in savings and 
investments. The never-retited were also less likely to % 
contribute to employer pension plans compared with Like working/being active 52 
4 k a ial : Financial considerations OZ 
returned workers and partial retirees. nierecning’ worl Sppoaunity 30 
Do not like retirement 29 
Reasons for retirement and return Want challenge 25 
Want to make contribution 13 
The groups who had retired at least once—the fully Prefer gradual retirement 8 
eine AI oS wegen : ed Improvement in health 5 
retired, the partially retired and returnees—were aske Carsgivingditiottnc Tengerrenuise 5 
to choose which of 11 reasons contributed to their Other 5 


decision to retire.° The most common reason for 
retirement was that it was financially possible (Table 
5). However, while 46% of the partially retired 
reported retiring because they were financially able to 
do so, only 34% of the fully retired and 28% of 


Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 


returnees did so.’ Men were mote likely than women Conclusion 
to retire because of financial security: 40% of men Older workers end their employment careers in dif- 
10) : 5 

stated this reason compared to 29% of women. ferent ways and for a variety of reasons. Many remain 
Among returnees, one-half indicated financial consid- on the job past the point when others retire, some opt 
erations as a reason for returning to the labour force for partial retirement, and others who have retired 
(Table 6). Women were more likely than men to subsequently re-enter the workforce. Many returnees 
return to work for financial reasons (57% versus 48%), and partial retirees work part time or as shift workers, 
On the other hand, one-half of returnees also reported or are self-employed. 

they were back on the job because they liked to work The challenges faced by the four groups are quite dif- 
ot wanted to be active. ferent. Many who had never retired were concerned 


about their financial preparedness for retirement; par- 
tial and full retirees had relatively 
low levels of income; many of the 
fully retired reported poor health, 
which may be related to their with- 
drawal from the labour force; and 
many returned workers had appar- 


Table 5 Reasons for full or partial retirement,’ 2009 


Partially Fully Returned k ; : 
victikecl edtired ie werk ently retired involuntarily. 

% The results indicate that employers 
Financially possible 46* 34 28 and policy makets cannot treat 
Completed required years of service Ail 29 26 older workers as a homogenous 
Wanted to stop work 38 20"" group. Many older workers will 
Pursue other activities 23" i 18" é ae : 
Saisie oui cenices 19* 8 15 have difficulty remaining on the job 
Health/disability 16* 24 14 due to poor health, even if they are 

‘ Ex is e 

Agreement with spouse/pariner Le Ue ® not financially ready to retire. Eco- 
Organizational restructuring 12 9 Wee ; ie ; 
ehigehane 6E v Ae nomic conditions will force some 
Mandatory policy 4é 4 F into retirement before they are 
Other 3) 7 WE 


ready, and they will be likely to look 
* significantly different from the retired (p<0.05) for opportunities to continue their 
age Ste Era be eto, ere Re careers. Others will stay on the job 

as long as they can to improve their 
financial security in their senior 
years. Many would prefer a more 
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Most prevalent chronic conditions 


For men age 55 to 84, the most preva- 
lent chronic condition was high blood 
pressure (33% for the employed and 
46% for the retired) (Table 7). For 
employed women, arthritis was the 
most prevalent (34%) chronic condi- All Men 
tion. Other common. conditions 
reported by older workers include 
back problems, diabetes, heart dis- 
ease, thyroid conditions, osteoporosis, 
migraines, cataracts and asthma. The 
five most prevalent chronic conditions 
for the retired include high blood 
pressure, arthritis, back problems, 
heart disease and cataracts. 


Table 7 Most prevalent chronic conditions among population age 
55 to 84,' 2009 


Employed Retired 


Women 


High blood pressure 31 
Arthritis 34 
Back problems 

Diabetes 

Heart disease 

Thyroid condition 
Osteoporosis 

Migraine headaches 
Cataracts 

Asthma 

Anxiety disorder 

Bowel disorder 

Stomach or intestinal ulcers 
Urinary incontinence 
Cancer 


ORRUOUANOWODOSD 
WNWWWOA MN 
Aor RONNW ON 


1. Five most prevalent conditions for each group appear in bold. 
Source: Canadian Community Health Survey (CCHS) — Healthy Aging. 


gradual transition into retirement by way of reduced 
or more flexible hours. And finally, some are finan- 
cially and psychologically prepared for retirement and income, the income of retirement-age households is 


thus unlikely to be enticed back into the labour mar- increased by 10% to 13% for those age 60 to 69 and 
ket by 12% to 15% for those age 70 and over (Brown 


et al. 2010). 


5. The number of chronic conditions was calculated based 


on respondents’ answers to questions about whether 
they had been diagnosed by professionals as having any 
of the following chronic conditions: asthma, arthritis, 
osteoporosis, high blood pressure, back problems, 
migraine headaches, chronic bronchitis, emphysema, 
chronic obstructive pulmonary disorder (COPD), diabe- 
tes, stroke, heart disease, cancer, stomach or intestinal 


4. When estimates of the services provided by the equity 
invested in housing are added to traditional estimates of 


@ Notes 


1. The questions are both subjective and objective. If 
subjective and objective retirement indicators of a 
respondent conflict with each other, the data are excluded 
from analysis—the number of excluded cases is less than 
4% of the sample for each group. Since partial retirement 


is a subjective concept, all individuals who self-report 
partial retirement are considered partial retirees. 


ulcers, urinary incontinence, Alzheimer’s disease or other 
dementia, bowel disorder/Crohn’s disease or colitis, 
Parkinson’s disease, thyroid conditions, cataracts, glau- 


2. Adjusted rates have no direct meaning in themselves. coma, mood disorders, and anxiety disorders. 
They are meaningful only in comparison with other 
see S : ee Retirement for health reasons may be underestimated. 
similarly computed rates. Tables in this article present 
ee Older retirees who retired due to health problems might 
non-adjusted rates as well as results of significance tests i 
; have died in the meantime and not be included in the 
based on adjusted rates. 
sutvey. 
3. The value of the principal residence and any employer 


pension plans were excluded. 
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To obtain reasons for partial retirement, cases with 
multiple retirement experiences were excluded in 
Table 5. 
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any labour market reports focus on 

standard labour market measures, such as the 

number of employed persons, the number 
of jobs lost, and the unemployment rate. For exam- 
ple, LaRochelle-Coté and Gilmore (2009) reported 
that of the 400,000 drop in employment over the first 
12 months of the downturn, much of the decrease was 
in manufacturing, construction, natural resources, trans- 
portation, and trades industries. Younger workers, 
men, and individuals with lower educational attain- 
ment experienced disproportionate job losses. The 
unemployment rate, the most common measute of 
labour market slack, increased to a peak of 8.7% in 
August 2009 and subsequently declined to reach 7.6% 
in December 2010. 


While employment and unemployment trends are the 
main labour market indicators, subpopulations, like 
involuntary part-timers, provide further information 
about the state of the labour market. Moreover, the 
numbers of those not participating in the labour force 
(or ‘non-participants’) can vary considerably with eco- 
nomic conditions (Statistics Canada 1999 and Hipple 
2010). As such, a broader slate of labour market indi- 
cators can provide a more complete picture of how 
labour supply and demand adjust to economic events. 


This article examines recent changes within the 
employed, unemployed, and not-in-the-labour-force 
populations, and investigates whether some subcategories 
contributed more to the changes within each group. It 
also examines, where possible, how these changes 
compated to those which occurred during the down- 
turns of the early 1980s and early 1990s. Finally, the 
paper discusses alternative measures of unemployment 
that include some of these subcategories in the calcula- 


Jason Gilmore and Sébastien LaRochelle-Coté are with the 
Labour Statistics Division. Jason Gilmore can be reached at 
613-951-7118 or jason.gilmore@statcan.gc.ca. Sébastien 
LaRochelle-Cété can be reached at 613-951-0803 or 
sebastien. larochelle-cote@ statcan.ge.ca. 


Data source and definitions 


This study uses data from the monthly Labour Force Survey 
(LFS). The LFS collects information on the labour market 
activities of the population age 15 years and over, exclud- 
ing residents of collective dwellings and aboriginal set- 
tlements, and full-time members of the Canadian Forces. 
Employed individuals are defined as those who worked 
at a job or business during the reference week of the 
survey. 


In the LFS, seasonally adjusted information is available 
for major indicators, but not for a number of detailed 
demographic and job characteristics. These characteristics 
must therefore be examined on a_ year-over-year 
(unadjusted) basis. Since employment began to drop in 
November 2008, the period from October 2008 to 
October 2010 represents an opportunity to study the evo- 
lution of the non-working population through decline and 
recovery. Unless otherwise stated, the data in this paper 
are not seasonally adjusted. 


In the LFS, the working-age population (15 years and over) 
is divided into three categories: the employed, who were 
working either as paid employees or in self-employment 
during the survey reference week; the unemployed, or 
those who were actively looking for a job during the 
reference week; and individuals not in the labour force— 
those who were not actively looking for work (for instance 
because they were retired or students, or staying at home). 
However, some of these people could have been avail- 
able for work even though they did not search for work 
during the survey reference week. Discouraged workers, 
for example, fall into this category and are therefore not 
counted as unemployed. 


tions. The article covers the period from October 
2008, just prior to the employment downturn, to 
October 2010 (see Data source and definitions). 


Working or not? 


In October 2008, the working-age population was 
27 million (Table 1). Of these, 17.2 million were 
employed—an employment rate of 64%. With 1.1 mil- 
lion unemployed, the labour force numbered 18.3 
million and the unemployment rate was 6.1%. Another 
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8.7 million were not participating 
in the labour force, just under one- 
third of the working-age popula- 


tion. 


As has been well-documented, 
employment declined in the first 
yeat of the downturn and then 
recovered during the second 
yeat, for little net change over 
the entire period. At the same 
time, unemployment increased 
by 341,000 (or 31%), while 
the number of non-participants 
increased by 458,000 (5%). 
Because employment declined over 
the period (by 66,000), the unem- 
ployed and not-in-the-labour-force 
components entirely accounted for 
the increase of 733,000 in the 
working-age population between 
October 2008 and October 2010. 


Three downturns, three 
stories 


The recent labour market downturn 
has taken a much different course 
than the downturns of the early 
1980s and early 1990s. However, 
each of the earlier downturns also 
had its own unique profile. 


The downturn of the early 1980s 
was characterized by the greatest 
drop in employment (Chart A). 
After the employment peak in June 
1981, employment fell sharply and 
was still 5% below the peak 
17 months later. Employment 
finally recovered to its pre-reces- 
sion level 39 months after the 
beginning of the downturn. 


In the early 1990s, employment did 
not initially decline as steeply as in 
the early 1980s, but took longer to 
recover. In the first 12 months of 
the downturn, employment 
declined by about 2%, remained 
stable for a while, and fell again to 
a new low in August 1992. The 
labour market then picked up and 


Table 1 
labour force 


October 

2008 

Total population 27,032 
Employed Tigh 25 
Unemployed 1,114 
Not in the labour force 8,743 


Employed, unemployed, and individuals not in the 


Change from 


October October October 2008 to 
2009 2010 October 2010 
‘000 ‘000 % 

27,418 27,765 733 7 Ff 

16,804 17,109 -66 -0.4 
I, eily/ F455 34] S10). 7/ 
9,097 9,201 458 bee 


Source: Statistics Canada, Labour Force Survey, seasonally adjusted data. 


surpassed the employment levels of 
its previous peak 52 months after 
the initial downturn. 


In the recent downturn, employ- 
ment fell faster in the first few 
months than in the 1980s and 
1990s, but recovered quicker. This 
time, employment took 27 months 
to fully recover to its October 2008 
level. The state of the labour mar- 
ket was therefore quite different in 


the two years that followed the 
onset of the previous two down- 
turns. 


The number of unemployed per- 
sons and non-participants also dif- 
fered across the downturns 
(Table. 2). Lwotyearssaftertihe 
beginning of the 1980s and 1990s 
dowiiturase the. «total = tor 
employed’ population (comprising 
the unemployed and those not in 


Chart A 


Index of employment during the last 3 downturns 


Index (peak= 100) 


2008 to 2010 


O 4 8 12 16 20 


"1981 to 1984 


1990 to 1994 


Months after the employment peak 


Source: Statistics Canada, Labour Force Survey, seasonally adjusted data. 
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the labour force) was up by more than 12%, com- 
pared to 8% during the recent downturn. Two years 
into the recent downturn and into the 1990s down- 
turn, the increase in the number of individuals without 
a job was almost evenly divided between the unem- 
ployed and those not in the labour force. In the early 
1980s, unemployment was the main driving force be- 
hind the increase in the number of individuals without 


a job. 


The unemployed 


Between October 2008 and October 2010, the unem- 
ployed population increased by more than 30%. How- 
ever, not all the unemployed were necessarily looking 
for a job because they had been laid-off. Quits, new 
entrants or re-entrants, and future starts' can also rep- 
resent a sizeable portion of the unemployed. Some 
quit their jobs in anticipation of a better one, others 
enter the labour market after completing school, and 
others might come back to the labour market after 
spending time off with their families. Unemployment 
is therefore not predominantly the result of layoffs, 
even during downturns. 


Examples of these lesser-known categories of the 
unemployed are ‘new entrants’ and ‘re-entrants,’ who 
typically represent about 45% of the unemployed 
(Table 3). New entrants have no previous work expe- 
rience and are predominantly younger individuals.’ 
Re-entrants have some work experience and are 
re-entering the labour force from non-patticipation. 
Over the period, new entrants and re-entrants 
increased by about 33%, accounting for nearly one- 
half of the increase in unemployment (48%). Interest- 
ingly, more than 50% of the increase in new entrants 
and re-entrants was among those reporting that they 
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wete “maintaining a home” prior to entering the 
labour force. New entrants and re-entrants are usually 
more likely to report that they were going to school. 


Quits—individuals voluntarily leaving their jobs—tep- 
resented another 12% of the unemployed at the 
beginning of the recent downturn, falling to 9% two 
years later. Quits tend to be pro-cyclical: the quit rate 
increases when job opportunities abound and it 
decreases in downturns. 


Among those who were not looking for work, future 
starts increased little over the period (2%). Temporary 
layoffs increased by 14%, still less than one-half the 
rate of increase in total unemployment (30%). As a 
result, these two categories represented an even smaller 
portion of the unemployed at the end of the period 
than at the beginning. 


Two other categories more closely related to prevail- 
ing economic conditions are those who Jost their jobs 
as a result of a permanent layoff, and those who had 
been out of work for more than one year (reason un- 
known).* Two years after the onset of the recent 
downturn, the number of permanent layoffs increased 
at the same pace as unemployment as a whole (330%), 
while the number of people for whom the reason was 
not known increased by 74%. Together, these two 
categories accounted for nearly 50% of the increase 
in the number of the unemployed over the two 
years (the other half was due to new entrants and 
re-entrants). During the first two years of the 
two earlier downturns, however, the number of per- 
manent layoffs and the number of individuals who 
had been out of work for at least one year (reason 
unknown) increased much faster (Table 4). Permanent 
layoffs, for instance, increased by 57% in the early 
1990s and by 116% in the early 1980s—compared to 


EER STN ERE LAE TWO YR TE BR TLL TT BN I RE BSNS NEI NTS ES SERS ERE 


Table 2 Comparisons with changes in earlier downturns, 2 years after the employment peak 


nes ST SESSA SE SS SAT SSPEARS SLE DIPS SS SM SRE LEE EBLE DLE ELITE I LS ETL OLE EEE ELIE LEE ETI OSL LLL EDEL RL ILLES ES LILIES 


October 2008 to October 2010 


April 1990 to April 1992 June 1981 to June 1983 


a —eeeee ee _ eee 


‘000 % 

Total population 733.4 2.7 
Total employed -66.4 -0.4 
Total not employed LD 8.1 
Unemployed 341.4 30.7 
Not in the labour force 458.4 5.2 


‘000 % ‘000 % 
616.3 2.9 540.4 2.9 
-410.4 -3.1 -354.2 -3.] 
1,026.7 1238 894.6 12.0 
453.2 42.] 669.4 75.4 
973.5 8.3 225.2 3.4 


(eee eee 


Source: Statistics Canada, Labour Force Survey, seasonally adjusted data. 
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Table 3 Categories of unemployed 


October October October 
2008 2010 Change 2010 Change 
‘000 ‘000 % % distribution 

All unemployed 1,024.1 Wooley, 307.6 30.0 100.0 100.0 
Job searchers 946.3 1,246.6 300.3 Sih! 93.6 97.6 
Quits 720). eS Le 0.8 9.1 0.3 
Permanent layoffs 287.3 S87. 86.4 610)51 28.1 28.1 
Reason unknown! 84.9 148.0 63.1 74.3 We 20.5 
New and re-entrants 453.7 603.5 149.8 33.0 45.3 48.7 
Temporary layoffs 46.2 52.8 6.6 14.3 4.0 2A 
Future starts Bley C22, Q),'5 1.6 2.4 0.2 


1. Last worked more than 1 year ago. 
Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 


30% during the late 2000s. Hence, these two catego- Long-term unemployment 
ties accounted for a much larger portion of the over- 


; Some of those who lost their jobs in the immediate 
all increase in the total unemployed population (more 


than 75%) in the 1980s and 1990s. 


Overall, the unemployment rate increased faster dur- 
ing the two previous downturns. In seasonally adjusted 
terms, the unemployment rate increased from 6.1% to 
7.8% between October 2008 and October 2010. 
Between April 1990 and April 1992, the unemploy- 
ment rate increased from 7.6% to 10.7%; during the 
1980s downturn, it rose from 7.2% to 12.4%. 


aftermath of the downturn might still be without a 
job, despite the employment growth from mid-2009 
to mid-2010. Such long-term unemployment can 
impair an individual’s ability to find a job when the 
economy improves (Blanchard and Diamond 1994, 
Jackman and Layard 1991, and Corak 1993)—it can 
also affect stress levels and psychological well-being 
(Clark and Oswald 1994, and Clark 2006), and house- 
hold finances often deteriorate, especially for those 
who exhaust their employment insurance benefits 
(Micklewright and Nagy 1999). 


Table 4 Change in categories of unemployed 


October 2008 to October 2010 


April 1990 to April 1992 June 1981 to June 1983 


‘000 % 

All unemployed 307.6 30.0 
Job searchers 300.3 Sila 
Quits 1.0 0.8 
Permanent layoffs 86.4 30.1 
Reason unknown! 63.1 TA3 
New and re-entrants 149.8 33.0 
Temporary layoffs 6.6 14.3 
Future starts ORS 1.6 


1. Last worked more than 1 year ago. 


‘000 % ‘000 % 
475.8 42.8 645.9 73.3 
463.1 46.5 634.0 81.1 

(ee: 22 125 12 
274.5 D713 331.9 115.8 
109.5 142.0 143.1 265.0 

94.4 34.6 157.4 50.2 

Dees, 31.1 19.0 38.8 

10.0 -22.8 ia 14.1 


Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 
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Table 5 Unemployment duration measures 


SS ES TEE SE ET ES EE ET TB ES TST ELS SA BE TEBE E ET ESTEE I OES OH ET OTS SES I REE e-PRO APTI, 
October October October October 
2008 2010 Change 2008 2010 


Change 


% distribution 


All unemployed 1,024.1 1,331.7 307.6 30.0 100.0 100.0 100.0 
1 to 4 weeks 425.8 455.3 29.5 6.9 41.6 SAw 9.6 
5 to 25 weeks 414.5 541.6 QZ s| 30.7 40.5 40.7 41.3 
26 to 51 weeks URL 146.5 74.1 102.3 Tel TO DAN 
52 weeks or more 79.8 156.1 76.3 95.6 TO Wie? 24.8 
Duration unknown! Ball 0.2 


1. Duration is unknown for unemployed future starts (i.e., job begins within 4 weeks). 
Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 


The Labour Force Survey collects information on the 
duration of joblessness for those who are currently 
unemployed and do not have a job that starts in the 
next four weeks. In October 2008, more than 80% of 
the unemployed had been without a job for 25 weeks 
ot less—and more than 40% had been without a job 
for less than one month (Table 5). Only 15% had been 
without a job for at least 26 weeks. 


The number of those who had been without a job for 
at least 52 weeks doubled during the two years. 
Together with those who had been without a job for 
at least 26 weeks, these workers represented almost 1 
in 4 unemployed persons in October 2010. 


Long-term unemployment also rose during the first 
two yeats of the two previous downturns (Table 6). 
In 1990-1992, the number of individuals who had 


been unemployed for 52 weeks or mote increased by 
146%, and that number almost quadrupled during the 
downturn of the early 1980s. However, the share of 
the total unemployment increase that could be attrib- 
uted to the long-term unemployed was about the same 
in all three downturns. 


Some complementary measures to the unemployment 
rate that focus on long-term unemployment 
(Devereaux 1992 and Statistics Canada 1999) have 
been developed. The first of these rates, R1, includes 
only those who have been unemployed for at least 
one year. The second, R2, includes those who have 
been unemployed for at least three months. Both are 
meant to provide an indication of the economic hard- 
ship of long-term unemployment. 


Table 6 Change in unemployment duration measures 
a SRR SS PT NTE RTA HAST PIE AS TE TH TS ES aI EO BEE GI ES EE OI RE EE STE E SII EME TLL LEIS ALLENS EAE EET SES 
October 2008 to October 2010 April 1990 to April 1992 June 1981 to June 1983 


‘000 % ‘000 % ‘000 % 
All unemployed 307.6 30.0 475.8 42.8 645.9 73.3 
1 to 4 weeks 29.5 6.9 22.0 UDP 42.2 13.7 
5 to 25 weeks Wr B07 193.9 37.1 254.8 Ons 
26 to 51 weeks 74.1 102.3 146.1 94.6 Zia 195.8 
52 weeks or more 76.3 95.6 123.8 145.8 143.9 268.5 


Duration unknown! 0.5 1.6 -10.0 
eee PUP Ts ae SS SS ee 
1. Duration is unknown for unemployed future starts (i.e., job begins within 4 weeks). 

Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 
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Table 7 Alternative measures of unemployment: Long-term unemployed 


Change from 


October October October October 2008 to 
2008 2009 2010 October 2010 
‘000 
Number 
Standard unemployment level (R4) 1,024.1 1,387.6 Wool, 7 307.6 
Out of work for at least 1 year (R1) 197 135.6 156.1 76.4 
Out of work for at least 3 months (R2) 299-5 548.2 472.4 1729 
Rate % 
Standard unemployment level (R4) 5.6 7.6 Tx 1.6 
Out of work for at least 1 year (R1) 0.4 0.7 0.8 0.4 
Out of work for at least 3 months (R2) IEG 3.0 2.6 1.0 


Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 


In October 2008, when the unemployment rate was at 
a historically low level, the long-term unemployment 
tate (R1) was 0.4% (Table 7). One year later, R1 had 
risen to 0.7%. Although the labour market continued 
to improve from October 2009 to October 2010, R1 
continued rising to 0.8%. The R2 rate, meanwhile, rose 
from 1.6% in October 2008 to 3.0% one year later. By 
October 2010, it had eased slightly, to 2.6%.° 


In terms of comparisons with the other downturns, 
R1 was 0.4% in June 1981; two years later it was 1.5%. 
In April 1990, R1 was 0.6%; two years later it was 
1.5%, Similarly, R2 rose from 2.6% to 6.2% from June 
1981 to June 1983, and from 3.8% to 6.5% from April 
1990 to April 1992. So long-term unemployment in 
the recent downturn remained well below the levels 
experienced in earlier downturns. 


Table 8 Categories of individuals not in the labour force 


October October October October 
2008 2010 Change 2008 2010 Change 
‘000 ‘000 % distribution 
Total not in the labour force 8,765.2 9,250.0 484.8 100.0 100.0 100.0 
Able to work, perceived 

labour market attachment 155 181.6 26.5 1.8 Du) O75 

Discouraged searchers 2137 229 8.2 0.2 0.3 TV 

Recently laid off and wanted work 49.3 67.7 18.4 0.6 Od 3.8 

Marginally attached 84.] 84.0 -0.1 1.0 0.9 0.0 
Able to work, no perceived 

labour market attachment 7,980.8 8,416.1 ANS YS) 8) 91.1 91.0 89.8 

Students! 1,440.3 1,688.9 248.6 16.4 lees Sts 

Recently retired! 163.0 172.8 9.8 1.9 1:9 2.0 

Other, at least 65 years of age! 3,663.8 Sjoosal 169.3 41.8 41.4 34.9 

Other, under 65 years of age! PANS ees Di 2\.3 7.6 30 29.4 1.6 

Permanently unable to work 629.4 652.2 22.8 Tez 7 4.7 


1. And not included in any of the other definitions. 
Note: ‘Recent’ is defined as within the previous 12 months. 
Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 
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How the supplementary measures of unemployment are 
calculated 


SE A EO LSS IT BE SEE LI BO NEI IE ASL LDPE LOSI TEE 1 EO IEE BRIERE OT LILIES ERA 


Statistics Canada produces alternative measures of unemployment in accord- 
ance with the concepts and methods suggested by the International Labor 
Organization (Hussmanns et al. 1992). The R1, R2 and R3 rates are available 
dating back to 1976; the others are available back to 1997. Formally, they are 
calculated as follows: 


RI 
R2 
R3 


R8 = 


[unemployed 52 weeks or more / (employed + unemployed)] * 100 
[unemployed 12 weeks or more / (employed + unemployed)] * 100 


[(unemployed — (15-year-olds + passive job searchers + short-term future 
starts + searchers unavailable for work due to personal or family respon- 
sibilities) + full-time students looking for full-time work) / ((employed — 
15-year-olds) + (unemployed — (15-year-olds + passive job searchers + 
short-term future starts + searchers unavailable for work 
due to personal or family responsibilities)) + full-time students looking 
for full-time work)] * 100 


[unemployed / (employed + unemployed)] * 100 


[(unemployed + discouraged searchers) / (employed + unemployed + 
discouraged searchers)] * 100 


[(unemployed + waiting for recall + waiting for replies + long-term future 
starts) / (employed + unemployed + waiting for recall + waiting for replies 
+ long-term future starts)] * 100 


[(unemployed looking for full-time work + unemployed looking for part- 
time work * average hours of part-time workers at main job / average 
hours of full-time workers at main job + involuntary part-timers * (1 - 
average hours of involuntary part-timers at main job / average hours of 
full-time workers at main job)) / (employed full-time + employed part- 
time * average hours of part-time workers at main job / average hours 
of full-time workers at main job + unemployed looking for full-time work 
+ unemployed looking for part-time work * average hours of part-time 
workers at main job / average hours of full-time workers at main job)] 
S00 


[(unemployed + discouraged searchers + waiting for recall + waiting 
for replies + long-term future starts + involuntary part-timers * (1 - av- 
erage hours of involuntary part-timers at main job / average hours of full- 
time workers at main job)) / (employed + unemployed + discouraged 
searchers + waiting for recall + waiting for replies + long-term future 
starts)] * 100 


Non-participants 
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In Table 8 non-participants are split 
into three major categories: 


e those who were able to work 
and had some attachment to the 
labour market, even if they were 
not currently looking for a job 


e those who were able to work 
but had no perceived attach- 
ment to the labour market 


e those who were permanently 
unable to work. 


The first category includes 


e the discouraged: those who gave 
up searching since they believed 
no work was available 


e recently laid-off individuals, who 
expressed a desire to go back to 
the labour market, were not dis- 
couraged, but did not look for 
work (for example, recently 
laid-off people who want to 
take some time off with their 
families before resuming their 
searches) 


e the ‘marginally attached,’ includ- 
ing those who are waiting to 
hear from potential employers 
and long-term future starts (1e., 
they have jobs they expect to 
start in 5 weeks or mote). 


All individuals in this category 
clearly expressed that they would 
like to stay involved in the job mar- 
ket, or were planning to rejoin the 
labour force at some point in the 
future. 


Those who had a perceived labour 
market attachment represented 


Between October 2008 and October 2010, the ‘not-in-the-labour-force’ 
population—or non-participants—increased by 6%, or 485,000 people 
(Table 8). While non-participants include retirees, stay-at-home parents, 
students, and those not able to work, it also encompasses those with some 
attachment to the job market. Among these are individuals who are able 
and ready to work, but not actively searching, for instance because they are 
waiting to hear from potential employers or don’t think work is available. 
One key question is whether these people contributed to the growing popu- 
lation of non-participants during the downturn. 


about 2% of non-participants. The 
discouraged comprised just 0.2% 
of non-participants in October 
2008 and 0.3% in October 2010. 
So even though their numbers in- 
creased (38%), it was from such a 
small base that their share remained 
relatively steady. Hence, the dis- 
couraged played a very minor role 
in the increase in non-participants 
during the downturn. 
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Rather, the number of non-participants swelled due 
to a strong increase in the ‘able-to-work’ population. 
The number of students grew by 17% over the period 
(or by almost 250,000), suggesting that some non- 
participants may have decided to upgrade their skills 
rather than enter a weak labour market or chose to 
remain in school due to the slowdown in hiring.” In 
fact, students, who represented just 16% of the not- 
in-the-labour-force population at the beginning of the 
downturn, accounted for more than 50% of the 
increase in non-participants. 


The number of seniors also increased as a consequence 
of the aging population. Between October 2008 and 
October 2010, the number of non-participants age 65 
and over (not classified elsewhere) increased by 
169,000 (5%), accounting for about one-third of the 
increase in the non-participant population. However, 
seniors typically represent a large portion of the non- 
participant population. Meanwhile, the number who 
retired in the previous 12 months increased by about 
10,000 (6%), indicating that the downturn did not nec- 
essarily trigger a wave of early retirement. 


Several alternative unemployment rates can be com- 
puted by combining the unemployed with groups 
outside of the labour force that indicated some 
attachment to the labour market. The first of these 
populations is “discouraged searchers,’ who want to 
work and are available to take work, but who do not 
look for a job because they believe no jobs are avail- 
able. Discouraged searchers can be combined with the 
unemployed to calculate the R5 rate. The marginally 
attached comprise those who are available for work 


and are waiting for employment, but are not currently 
looking for work. The R6 rate combines the margin- 
ally attached (excluding discouraged searchers) with the 
unemployed. In both cases, the populations are added 
to the numerator and the denominator to obtain con- 
ceptually consistent ratios of individuals without a job 
(see How the supplementary measures of unemployment are 
calculated). 


Since these groups are not particularly large, both rates 
tend to be slightly higher than the standard unemploy- 
ment rate (Table 9). In October 2008, R5 was 5.7%, 
compated to the standard rate of 5.6%. One year later, 
early in the labour market recovery, it was 7.7%, and 
by October 2010, it had fallen back to 7.3%. Similarly, 
R6 was 6.0% in October 2008, 8.1% in October 2009 
and 7.6% in October 2010—only slightly higher than 
the standard unemployment rate. 


The detailed non-participant groups could not be 
compared to previous downturns since information 
about discouraged and marginally attached workers 
was collected differently in those years. 


The underemployed 


Even if employment recovered all ground lost during 
the downturn, some of the workforce may remain 
underemployed. Underemployment can come in two 
forms: ‘visible’ underemployment, which happens 
when someone is employed but does not believe his 
ot her work hours are sufficient; and ‘invisible’ under- 
employment, which occurs when skills are not 
fully used, or when the job occupied is considered 


Table 9 Alternative measures of unemployment: Discouraged and marginally attached 


Change from 


October October October October 2008 to 
2008 2009 2010 October 2010 
‘000 
Number 
Standard unemployment rate (R4) 1,024.1 1,387.6 WeSSie7 307.6 
With discouraged workers (R5) 1,045.9 LAV. L367 315.8 
With marginally attached workers (R6) 1,108.2 479.3 1,415.7 BOPs0 
Rate % 
Standard unemployment rate (R4) D0 7.6 72 1.6 
With discouraged workers (R5) ows Tesh Tyee 1.6 
With marginally attached workers (R6) 6.0 8.] 7.6 1.6 


Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 
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Table 10 Change in categories of employed population 


a EN 


October 
Change 2008 2010 


October October 
2008 2010 


‘000 


Total employed 17,242.5 17,183.5 
Full-time workers 13,947.8 13,835.2 
Part-time workers 3,294.8 3,348.3 


Involuntary 700.5 840.9 
Going to school 1,146.8 107857, 
Other voluntary 1,447.6 1,433.8 


-59.0 -0.3 100.0 100.0 
-112.6 -0.8 80.9 80.5 
93:5 Lao 93] 1.925 
140.4 20.0 4.1 4.9 
-73.1 -6.4 6.7 6.2 
-13.8 -1.0 8.4 8.3 


Source: Statistics Canada, Labour Force Survey, data not seasonally adjusted. 


‘substandard’ because of wages or other job charac- 
teristics (Statistics Canada 1999). In the Labour Force 
Survey, visible underemployment can best be esti- 
mated by computing the number of part-time work- 
ers who would prefer to be working full time. Such 
involuntary part-timers represented 4% of the total 
employed workforce in October 2008 (Table 10). 


Although employment regained a good portion of lost 
ground over the period, full-time employment*® 
declined by 112,600 (-0.8%), while the number of part- 
time workers increased by 53,500 (1.6%). The increase 
in the number of part-timers was the net result of a 
20% increase in the number of involuntary part-time 
wotkers (140,400) and a decline of 86,900 among 
those who worked part time on a voluntary basis 
(including students). Both full-time and part-time 
employment declined in the first year and recovered 
during the second, but full-time employment did not 
recover as swiftly as part-time employment. 


Another alternative measure of unemployment—R7 
—includes involuntary part-timers, or ‘underem- 
ployed’ workers.’ The R7 rate differs from the stand- 
atd unemployment rate in both the numerator and 
denominator. The R7 rate takes the number of 
hours of potential labour supply lost due to underem- 
ployment into account, since the number of single-job 
involuntaty part-timers are expressed as full-time 
equivalents. Hence, R7 can be interpreted as a combi- 
nation of the unemployed and involuntary part-timers 
expressed in full-time equivalent hours (see How the 
supplementary measures of unemployment are calculated). 


Taking the underemployed into account would 
increase the unemployment rate by a substantial mar- 
gin. In October 2008, R7 was 7.4% compared to the 


standard rate of 5.6%. One year later, R7 was 9.9% 
(standard rate of 7.6%). By October 2010, the R7 rate 
had eased down 0.6 percentage points, but was still 
much higher than it had been at the beginning of the 
downturn. 


Chart B Unemployment and underutilization 
rate (R8), October 2008 to October 
2010 


October 2008 October 2009 October 2010 


fH Unemployed @ Discouraged 


O Marginally attached f§ Underemployed 


Source: Statistics Canada, Labour Force Survey, data not seasonally 
adjusted. 
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An alternative rate for Canada-U.S. comparisons 


To allow comparisons to be made between Canada and the 
United States, Statistics Canada also produces a rate 
defined similarly to the U.S. unemployment rate (called the 
R3 rate). Like the U.S. official rate, the R3 rate is based on 
a working-age population of at least 16 years, and takes 
conceptual differences into account in defining the em- 
ployed and unemployed populations (Chart C). Contrary to 
the other alternative rates, it is also produced on a sea- 
sonally adjusted basis. Because employment last peaked in 
December 2007 in the U.S., the figure below provides 
unemployment rates for the two countries between Decem- 
ber 2007 and December 2010. 


At the beginning of the downturn in the United States, the 
unemployment rates were similar in the two countries, at 
5%. Although the U.S. rate began to increase earlier, both 


Dec. Feb. Apr. Jume Aug. Oct. Dec. Feb. Apr. 


1. Canadian rate adjusted to match U.S. definitions. 


Comprehensive unemployment and 
underutilization rate 


It is possible to derive a comprehensive rate by com- 
bining all the elements that were used to generate R5, 
R6 and R7 with the unemployed. This rate, called R8, 
combines the unemployed with discouraged search- 
ers, those waiting for recall or replies, long-term 
future starts, and a portion of involuntary part-timers. 
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Chart C Unemployment rates for Canada and the U.S. (R3)! 


Si Cc 


Beginning of downturn in Canada 


June Aug. Oct. Dec. Feb. Apr. June Aug. Oct. Dec. 
2007 2008 2008 2008 2008 2008 2008 2009 2009 2009 2009 2009 2009 2010 2010 2010 2010 2010 2010 


Source: Statistics Canada, Labour Force Survey; U.S. Bureau of Labor Statistics, Current Population Survey. 


rates increased in tandem in the first few months of the 
Canadian employment downturn. However, the Canadian 
rate stabilized in the spring of 2009, while it continued 
increasing until October 2009 in the U.S. At this point, the 
U.S. unemployment rate exceeded the comparable Cana- 
dian rate by more than 2.5 percentage points. Since then, 
the gap has persisted as the U.S. rate has remained around 
10% during most of 2010 (while it has slowly declined in 
Canada). 


During the downturn of the 1990s, the Canadian unemploy- 
ment rate increased much faster than the U.S. unemploy- 
ment rate and remained higher for many years afterwards. 


anada 


The R8 rate is often referred to as the overall 
‘underutilization’ rate as it is the highest rate of all the 
measures, including the official rate. 


Chart B shows the evolution of the rate over the pe- 
riod, and also indicates the relative contribution of each 
group. Adding the marginally attached, the discour- 
aged and the underemployed to the unemployment 
rate, the comprehensive rate was 8.0% in October 
2008, 10.4% in October 2009, and 10.0% in October 
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2010. Most of the difference from the official unem- 
ployment rate was due to the underemployed, as they 
represented about 20% of the total unemployed and 
underutilized population. In contrast, discouraged 
searchers represented only a small fraction of 
underutilized people, even after the downturn. In all, 
adding the marginally attached, the discouraged and 
the underemployed population boosted the unem- 
ployed population by about 25%. 


Both the standard rate and the R8 rate increased at 
about the same pace over the period, as the 
underutilized population increased by 27% (or almost 
400,000 people) and the number of unemployed 
workers increased by 30% (or more than 300,000 
people). Hence, the downturn had little effect on the 
relative contribution of each group to the overall rate. 


Summary 


The Canadian labour market recently experienced a 
significant downturn in which more than 400,000 jobs 
were lost in the 12 months following October 2008. 
The labour market, however, recovered quite quickly 
as employment regained all lost ground by January 
2011. In comparison, the labour market took much 
longer to recover during the recessions of the early 


1980s and early 1990s. 


As might be expected in an economic downturn, the 
number of individuals without a job increased signifi- 
cantly. Between October 2008 and October 2010, 
unemployment increased by 341,000, and the number 
of non-participants increased by 458,000 (in season- 
ally adjusted figures). 


Unemployment changes were not just due to layoffs. 
Between October 2008 and October 2010, the 
number of permanent layoffs increased by about 30%, 
but other categories of unemployed workers also in- 
creased—particularly new entrants and re-entrants 
(33%) and those who were unemployed for more than 
one year (74%). In all, 28% of the increase in the un- 
employed population was due to permanent layoffs 
and almost 50% was due to an increase in the number 
of new and re-entrants. This differed from earlier 
downturns, when permanent layoffs accounted for a 
larger portion the total unemployment increase. 


From October 2008 to October 2010, the increase in 
non-patticipants was mainly driven by increases in the 
number of students and, to a lesser degree, in the 
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number of seniors. The number of individuals mar- 
ginally attached to the labour market (including 
discouraged searchers) also increased by about 27,000 
(17%), but contributed little to the overall increase since 
they represent such a small portion of the non-parttici- 
pant population. 


In contrast, the number of individuals working part 
time on an involuntary basis increased by about 
140,000 over the period (20%). Even though they are 
counted as employed, this population is considered 
underemployed since they would like to work more 
hours. 


Some of these groups can be used to generate alterna- 
tive unemployment rates. Such alternative rates can be 
produced by focusing on those who have been with- 
out a job for a long time; by combining unemployed 
individuals with discouraged searchers and the mat- 
ginally attached, or by adding involuntary part-timers 
(expressed as full-time equivalents). The most com- 
prehensive of these rates, R8, is called the unemploy- 
ment and underutilization rate and combines the 
unemployed, involuntary part-timers, discouraged 
searchers, and the marginally attached. Using this alter- 
native definition would not have changed the pace of 
the increase in unemployment figures, but would have 
affected the level since the underutilization rate is 
approximately 25% higher than the unemployment 
rate. 


M@ Notes 


1. ‘Future starts’ refers to persons who did not have a job 
during the survey reference week and did not search for 
work within the previous four weeks, but were available 
to work and had a job to start within the next four weeks. 


2. Since the Labour Force Survey does not interview per- 
sons under the age of 15, new entrants can also be 
individuals who just turned 15, are not students, and are 
looking for work. 


3. Persons on temporary layoff are employees who did not 
work during the reference week because they had been 
temporarily released by their employers due to business 
conditions (not enough work, drop in orders or sales, 
retooling, etc.). They must have a definite return-to-work 
date or an indication from the employer that they will be 
recalled in the future, and they must be available for work 
during the reference week. 
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4. The Labour Force Survey does not ask the reason for job 
loss for those who have been unemployed for more than 
one year. 


5. The duration of unemployment estimates indicates 
incomplete spells of unemployment rather than com- 
pleted spells because the data are based on currently 
unemployed individuals. See Corak and Heisz (1995) for 
an explanation of possible biases associated with incom- 
plete unemployment spells. 


6. While the increase in the R1 rate is notable, unlike the 
standard unemployment rate, the R1 rate typically lags 
economic cycles. In other words, R1 declines more slowly 
during periods of economic growth and increases more 
slowly during economic downturns. In comparison, the 
R2 rate tends to be much closer to economic cycles. 


7. Between October 2008 and October 2010, the proportion 
of the total population age 15 to 29 who were either part- 
time or full-time students increased from 44% to 46%. 


8. Full-time employment is defined as working at least 30 
hours per week. 


9. There are no comparable data with previous downturns 
as the concept of involuntary part-time workers changed 
Lor LOOT, 
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Statistics Canada and the Canadian Institute for Health Information. 


A just one quick visit you'll discover Health Indicators’ unlimited 


tial as your portant source for health information. You get 


‘regional healt ors and health system profiles, downloadable 


maps and tables, helpful definitions .. . and more. 


> Find what you want. Visit www.statcan.ca 
and search for Health Indicators. 


Recent reports and studies 


W@ From Statistics Canada 


— Cohort differences in education and 
earnings of childhood Immigrants 


This study uses data from six Canadian censuses 
of population between 1971 and 2006 to examine 
cohort differences in the educational attainment and 
earnings of childhood immigrants who arrived in 
Canada in the 1960s, 1970s and 1980s. Childhood 
immigrants are defined as those who were born 
abroad and immigrated to Canada at the age of 12 or 
younger. They represented about 26% of immigrants 
who artived in Canada in the 1960s, 24% in the 1970s 
and 21% in the 1980s. Their educational attainment 
and earnings are examined at age 25 to 34. The com- 
parison group consists of Canadian-born individuals 
who reported Canadian, British, or French ethnic ori- 


gin. 


The outcome measures for childhood immigrants are 
derived from the 1986 Census of Population for the 
1960s entry cohort, from the 1996 Census of Popula- 
tion for the 1970s cohort, and from the 2006 Census 
of Population for the 1980s cohort. Educational 
attainment is measured by whether a university degree 
was obtained. 


The probability of obtaining a university degree by age 
25 to 34 was higher among childhood immigrants than 
among their Canadian-born compatison group in all 
three cohorts, and this difference increased across the 
three cohorts. The continued success of more recent 
cohorts of childhood immigrants is due primarily to a 
shift in the composition of the immigrant population 
towards groups in which children of immigrants have 
traditionally had high educational attainment. Once 
shifts in composition (including source region, mother 
tongue, and visible-minority status) are taken into 
account, the difference no longer increases over time; 


if anything, it shrinks for the 1980s cohort. This de- 
cline in university completion (relative to the Canadian- 
born) is associated with the decline in the earnings of 
immigrant parents relative to the Canadian-born. 


For more information, see Reversal of Fortunes or Contin- 
ued Success? Cohort Differences in Education and Earnings of 
Childhood Immigrants in the Analytical Studies Branch 
Research Paper Series, Statistics Canada, January 2011. 


@ Highly educated immigrants in the 
Canadian and U.S. labour markets 


Have highly educated recent immigrants to Canada 
fared as well economically as their counterparts enter- 
ing the United States? This study examines how eco- 
nomic outcomes at entry for the highly skilled have 
changed in the two countries over the past quarter- 
century, and whether changes in the standard observ- 
able background characteristics of entering immigrants 
can account for the outcome trends. 


Two economic outcome measures are used: the mean 
relative (to domestic-born) entry wages of highly edu- 
cated new immigrants (i.e., the wage gap at entry), and 
the university wage premium (defined as the differ- 
ence between the wages of university-educated and 


high-school-educated). 


Relative entry earnings of university-educated immi- 
grants followed a significantly different path in Canada 
and the U.S., with generally superior outcomes in the 
US., particularly since 1990. This occurred despite sig- 
nificant declines in entry earnings for successive groups 
of entering immigrants as a whole (i.e., immigrants with 
and without university education) being observed in 
both countries over the last quarter-century. 


For more information, see Do Highly Educated Immi- 
grants Perform Differently in the Canadian and U.S. Labour 
Markets? by Aneta Bonikowska, Feng Hou and Garnett 
Picot, in Analytical Studies Branch Research Paper 
Series, Statistics Canada, January 2011. 
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What’s new 


M Paid work among women in Canada 


The labour force activity of women changed consid- 
etably during the past three decades. Although they 
ate still less likely to be employed than men, their 
employment rate has followed an upward trend since 
1976, when it was 41.9%. In 2009, over 8 million 
women in Canada had a paid job. This represents an 
employment rate of 58.3% compared with 65.2% for 
men. 


The employment rate for women with children has 
been steadily on the rise. In 2009, 72.9% of women 
with children under the age of 16 living at home were 
employed, nearly twice the rate of 39.1% recorded in 
1976. 


While nearly three-quarters of employed women 
worked full time in 2009, women were more likely 
than men to work part time. Also, the majority of 
employed women continue to work in occupations in 
which they have been traditionally concentrated. How- 
evet, they have increased their representation in several 
professional fields such as business and finance. 


The impact of the recent economic downturn was less 
severe on women than on men. Between 2008 and 
2009, the employment rate for men fell 2.9 percent- 
age points to 65.2%, repeating a pattern set in the 
recessions of the early 1980s and 1990s. In contrast, 
the employment rate for women declined by only one 
percentage point in 2009, after reaching an historic high 
of 59.3% in 2008. 


Men were more affected by the recent downturn 
because the industries hardest hit by employment losses 
were male-dominated, such as manufacturing, con- 
struction and natural resources. In contrast, more 
women worked in service industries, such as health 
care and social assistance as well as educational serv- 
ices, where employment continued to grow. 


For more information, see the December 9, 2010 
issue of The Daily on the Statistics Canada’s website 
(www.statcan.gc.ca). 


M@ Survey of Household Spending 


Average household spending in Canada declined by 
0.3% in 2009, following the economic slowdown that 
began in the fall of 2008. This was the first decline 


since the annual Survey of Household Spending was 
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introduced in 1997. During 2009, the annual average 
rate of inflation as measured by the Consumer Price 
Index was 0.3%. 


Personal taxes accounted for 20.2% of the average 
household’s budget in 2009, while shelter represented 
19.8%, transportation, 13.7% and food, 10.2%. These 
shares were virtually unchanged from 2008. Exclud- 
ing personal taxes, spending on goods and services 
was down 0.7% in 2009 from 2008. 


Households reduced spending on discretionary items 
ot those that could be postponed, such as recreation 
and household furnishings. One exception was spend- 
ing for home repairs and maintenance, which 
increased 22% in 2009 over 2008. This was likely due 
to the federal government home renovation tax credit 
program. 


Not all changes in spending were associated with the 
economic downturn; technological change continued 
to drive a number of long-term spending trends. 


Food, shelter, clothing accounted for over half of 
spending by the lowest income households, while per- 
sonal taxes represented 2.8% of their budget. In con- 
trast, the one-fifth of households with the highest 
income allocated about 27% of their budget to food, 
shelter and clothing, while 30% went to personal taxes. 
These proportions were similar to 2008. 


For mote information, see the December 17,2010 
issue of The Daily on the Statistics Canada’s website 
(www.statcan.gc.ca). 


— Labour productivity in the provinces 
and territories 


In 2009, labour productivity of the business sector 
increased in Prince Edward Island, Quebec, Manitoba 
and British Columbia as’ well as Yukon. At the 
national level, productivity was unchanged, after 
decreasing by 0.8% a year earlier. 


The strongest growth in business productivity in 2009 
was observed in Quebec. The largest declines occurred 
in the resource-based economies of Newfoundland 
and Labrador, Saskatchewan and Alberta. In Quebec, 
most industries contributed to the 2.0% productivity 
increase, with large advances occurring in retail trade, 
transportation and warehousing, and the information 
and cultural industries. 
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Businesses adjusted to the economic downturn in 2009 
by sharply reducing hours worked. However, the 
weakness in output and employment was confined 
mostly to the first half of the year. 


For more information, see the November 19, 2010 
issue of The Daily on the Statistics Canada’s website 
(www.statcan.gc.ca). 


lM From other organizations 


— Who creates jobs? Small companies or 
young compailes? 


There has been a popular perception that small busi- 
nesses ate the drivers of job creation. However, the 
mote telling characteristic for predicting job creation 
is the age of the firm, not its size: The younger compa- 
nies are, the more jobs they create, regardless of their 
size. 


This study shows that the real driver of dispropor- 
tionate job growth is not small companies, but young 
companies. Many start-up firms fail after five years, 
leading to the loss of nearly half of the jobs created by 
all new companies. Nevertheless, the surviving firms 
tend to grow faster than more mature companies, cre- 
ating a disproportionate share of jobs relative to their 
size. See Who Creates Jobs? Small vs. Large vs. Young by 
John Haltiwanger, Ron Jarmin and Javier Miranda, 
National Bureau of Economic Research, or The NBER 
Digest, February 2011. 


M@ Trends in U.S. hours and the labour 
wedge 


From 1980 to 2007, average hours worked in the U.S. 
increased by about 13%. This growth was driven by a 
vety large increase of married women’s hours, while 
single women’s hours rose only slightly and hours of 
men declined. In order to examine these trends, the 
standard growth model was augmented to allow for 
gender and marital status heterogeneity. The study con- 
siders the impact of various exogenous factors on 
labour supply, the most important of which are 
changes in effective labour income taxes and changes 
in the gender wage gaps. 


What’s new 


The labour wedge is measured as the aggregate dis- 
crepancy between the marginal rate of substitution 
between consumption and leisure and the marginal 
product of labour. While shrinking gender wage gaps 
allow the model to generate a labour wedge that 
declines beginning in the early 1980s, a non-negligible 
discrepancy remains. The labour wedge measured 
from a representative household model partly reflects 
imperfect household aggregation. See Trends in U.S. 
Hours and the Labour Wedge by Simona E. Cociuba and 
Alexander Ueberfeldt, Bank of Canada, November 
2010. 


lM Upcoming events 


@ From data to decision-making: 
Socioeconomic conference, 
May 2-3, 2011 


The Statistics Canada Socioeconomic Conference pro- 
vides an annual forum for empirical research focusing 
on issues of concern to Canadian decision-makers. 
From data to decision-making 1s the theme of the 
upcoming conference. 


Studies targeted by the conference include topics such 
as innovation, productivity, international trade, envi- 
ronment—economy linkages, industrial development, 
urban and rural development, health, justice, educa- 
tion, families, income and wealth, immigration, and 
labour markets. The conference places a premium on 
empirical studies making innovative use of Canadian 
data. For more details, see http://www.statcan.gc.ca/ 
conferences/socioecon2011/index-eng.htm. 
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Some of the topics in upcoming wssues 


m Immigrant self-employment 


This study traces trends in self-employment among immigrants and the Canadian-born, using census and 
Labour Force Survey data. Differing attitudes of immigrants and natives towards self-employment are 
highlighted with data from the 2000 Survey of Self-employment. 


m Immigrant educational outcomes 


Making use of longitudinal administrative data, this study compares the labour market outcomes of 
immigrants who have studied in Canada since their arrival with other immigrants who have not undertaken 
such studies. 


m Income with savings and spending among the self-employed 


Using several data sources, this article examines various income, wealth and spending indicators among the 
self-employed and compares them with the same indicators for paid employees. 


@ Working low-income families 


Using the 2009 Canadian Financial Capabilities Survey, this study examines the financial situation of employed 
families living in low income and compares it with non-employed families living in low income and employed 
families not living in low income. 
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Link up with Statistics Canada’s 
Guide to Health Statistics! 


The Guide to Health Statistics is a 
series of online links that lead you 
to health information published by 
Statistics Canada. 


Let www.statcan.gc.ca’s Guide to 
Health Statistics be your passage to 


the world of health information. In 
the Guide you'll discover links to: 


=> vital statistics 

= cancer statistics 

= health determinants 
= health status 

=> health care issues 
= and much more... 


Find the information you need now. 
Link up to a great number of online 
products, documents and surveys 
like the National Population Health 
Survey. The Guide to Health Statistics 
allows you to search and locate 
exactly what you're looking for. 


Save time. A few clicks and you'll 
be connected to health information 


from www.statcan.gc.ca, your source 
for health facts and analysis. 


Access anywhere, anytime. You get 
current detailed information quickly 
and efficiently thanks to continuous 


updates, regardless of location and time 


constraints. 


Put the data to work. 
Copy text from online 
right into your 
documents and 
databases. 


Expertise you can 
trust! You can 
count on relevant, 
dependable 
information with 

a unique focus 

on Canada-wide 
indicators from 
Statistics Canada. 
So, when you're on 
the lookout for first- 
rate health facts 
and analysis, allow 
the Guide to Health 
Statistics to be your 
bridge to health 
information. 


It’s easy! Visit 
our site at 
www. statcan.gc.ca. 


Links to insightful ana 
and data on a 


=> Cancer 


Health Surveys : 
=> Canadian Community 
_ Health Survey (CCHS) — 
=> National Population . 

Health Survey (NPHS) 


=> Smoking and Tobacco” 
Use Surveys ce 


> - Health Care Survey — 


Sample links to related 
sites: 


=> Canadian Cancer. 
_ Statistics 


=> “Canadian Institute for 
Health Information 
(CIH1) eS 


ee Health Canada : 


=> Canadian Health. 
Network 


Health information? We've got connections! 
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and use your VISA or MasterCard, or e-mail 
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In this issue 


Mi Consumption patterns among 


aging Canadians Sas 


Changes in consumption patterns before and after 
retirement comprise a key indicator of seniors’ well- 
being. This study uses a series of cross-sectional 
surveys to estimate the consumption of households 
headed by someone born in the late 1930s—from 
middle age (in the early 1980s) into the senior years 
(in the late 2000s). 


After adjusting for changes to the number of people 
in the household, consumption changed little as the 
head of the household aged. In contrast, household 
income (including implicit income from home own- 


ership) declined by about 15%. 


While the total varied little by age, households in this 
cohort spent proportionately more on food, cloth- 
ing and care items when they were younger and 
propottionately more on residence and housing 
items when they were older. 


As their household heads aged, the proportion of 
households that consumed more than they earned 
increased, from 22% to 44%. This confirms that 
older households rely more on savings to finance 
their consumption. 


Inequality in consumption levels among households 
was telatively stable over the period, even though 
income inequality did change. However, spending 
on residences and housing became more unequal 
among older households, while spending on food, 
clothing and personal care items became more 
equal. 
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M@ Retiring with debt 


SR ora Ye) 


In 2009, one-third of retired individuals age 55 and 
over, whether single or in a couple, held mortgage or 
consumer debt. 


The median amount owing for retirees with debt 
was $19,000. 


The likelihood of having debt was significantly 
higher among younger retirees, homeowners, the 
divorced, those with a higher household income and 
those with a lower net worth. 


Questions on financial self-assessment show that 
about 80% of retirees have a positive view of their 
financial situation. 


Factors that significantly lower financial self- 
assessment include having any level of debt, being 
divorced, being an immigrant, and having a relatively 
low income and net worth. 


MM The distribution of mortgage debt 


in Canada uDes 


From 1982 to 2008, household debt in current 
dollars increased more than eight-fold. Throughout 
that period, mortgages accounted for approximately 
two-thirds of household debt while consumer debt 
comprised the other third. 


Rising real estate prices played a part in the increase 
in mortgage debt. In current dollars, average housing 
prices increased from $71,800 in 1982 to $303,500 
in 2008. Over the same period, the average mortgage 
cattied by households increased from $41,200 to 
$176,200. 
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Highlights 


M Since it takes time to pay offa mortgage, mortgagees 
wete much younger, on average, than mortgage- 
free homeowners. In 2008, more than 80% of 
households under age 45 became homeowners in 
the 10 preceding years. 


BH In 2008, Canadians spent an average of 17% of their 
disposable income on mortgage payments—the 
‘mortgage-liability ratio.’ 


@ The mortgage-liability ratio varied across households. 
Nearly 4in 10 mortgagees spent at least 20% of their 
disposable income on mortgage payments. Another 
4 in 10 spent between 10% and 19%, while 2 in 10 
had a mortgage-liability ratio of less than 10%. 


HM Theaverage mortgage-liability ratio also varied across 
regions, from a high of 20% of household income 
in British Columbia to a low of 14% in Atlantic 
Canada. 


@ The proportion of mortgagees age 45 to 54 spend- 
ing at least 20% of their disposable income on 
mortgage payments remained relatively stable over 
the 2000s at a level that was lower than in the late 
1990s. The increase in recent yeats was mainly 
concentrated among mortgagees under 45 and from 


55 to 64. 


M@ Households spending 20% or more of their dispos- 
able income on a mortgage had different spending 
patterns than those with a lower mortgage-liability 
ratio. In addition to having higher shelter costs, they 
spent more on food, clothing and transportation, 
and saved less than mortgage-free homeowners. 


M@ Measuring voluntary 
interhousehold transfers 
in Canada . p. 35 


@ Some Canadians receive assistance in money, goods 
or services from other households to support their 
current consumption. Such transfers are not usually 
included in the recipient’s income. This article exam- 
ines the conceptual and measurement issues related 
to voluntary interhousehold transfers in Canada 
using data from income, expenditure and wealth 
surveys. 
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In 2008, Canadian households received an estimated 
$8.5 billion in voluntary interhousehold transfers. 
This amount is twice as large as court-ordered 
alimony and child support payments and is similar in 
magnitude to social assistance or child tax benefits. 


About 7% of households received voluntary 
interhousehold transfers in 2008. The median trans- 
fer received was $2,500—equivalent to 5% of re- 
cipients’ median household income. 


After adjusting for inflation, the amount of volun- 
tary interhousehold transfers sent increased by 46% 
between 1998 and 2008. In comparison, household 
income increased by 33% and charitable donations 
by 32% in the same period. 


The incidence and amount of interhousehold dona- 
tions increased with household income, both more 
than doubling from the bottom to the top quartile. 
The pattern of receipt was much less clear cut: 
households in the bottom and top quarters were 
somewhat more likely to receive transfers than those 
in the middle two quartiles. 
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Consumption patterns 


among aging Canadians 


Amehe Lafrance and Sébastien LaRochelle-Coté 


Adapted from and published simultaneously as Consumption Patterns Among Aging Canadians: 
A Synthetic Cohort Approach, by Amélie Lafrance and Sébastien LaRochelle-Cété, Economic Analysis 
Research Paper Series, Statistics Canada Catalogue no. 11FO0027M — No. 067, Ottawa. 


he financial well-being of Canadian seniors has 

been the subject of many recent studies. In 

particular, the adequacy of retirement savings has 
been widely discussed, notably by Mintz (2009) and 
through a series of reports on the Canadian income 
security system. Many of these studies focus on the 
replacement rate—the extent to which income is 
replaced during the retirement years—and find that 
current cohorts of Canadian retirees typically achieve 
replacement rates in excess of 70% (LaRochelle-Coté 
et al. 2010, and Ostrovsky and Schellenberg 2009). 
Moreover, the replacement rate is even higher when 
the benefits of owned housing are taken into 
consideration (Brown et al. 2010). 


Income, on the other hand, is of interest mainly 
because it enables consumption. Consumption is thus 
an alternative, and, in some sense, a mote direct 
measure of seniors’ well-being. Some studies that have 
examined differences across age groups on a cross- 
sectional basis have shown that older households 
consumed significantly less than younger households 
(Chawla 2005). However, little is known about the 
evolution of consumption among Canadians as they 
age. 


The study of consumption over the life cycle is 
complicated by the fact that expenditure and 
consumption information is typically collected on a 
cross-sectional basis. One way around this challenge is 
to use a synthetic cohort approach, whereby a number 
of key social and economic characteristics known for 
vatying across cohorts can be taken into account 


(LaRochelle-Cété et al. 2010). This approach is based 


on the assumption that people, say, 70 years of age in 
a survey collected in 2010, are deemed representative 
of those age 40 in a similarly designed survey in 1980. 
This study uses a synthetic cohort approach to generate 
information about the consumption patterns of a 
cohort of aging Canadians (see Data source and selection 
of a synthetic cohort). This paper also discusses consump- 
tion changes in relation to changes in household in- 
come, and examines whether consumption became 
more or less unequal as the cohort aged. 


Expenditures and consumption 


Expenditures and consumption are two separate 
concepts. In the Survey of Family Expenditures 
(FAMEX) and the Survey of Household Spending 
(SHS), total household expenditures are the sum of 
four separate components: 


e gifts, which can be broadly defined as money trans- 
fers to charities and individuals outside of the house- 
hold (e.g., children studying elsewhere, seniors’ 
parents living in a nursing home, family members 
outside the country) 


e personal security, including public and private 
pension plans, employment insurance, annuities, in- 
sutance payments, and similar items (excluding reg- 
istered retirement savings plan [RRSP] contributions 
and contributions to other registered savings plans) 


e taxes, including consumption and property taxes 
paid 

e consumption itself, which can be defined as goods 
and setvices that can be bought or sold on the 


market for use by one or several members of the 
household. 


i SY 
Anmtlie Lafrance is with the Economic Analysis Division. She can be reached at 613-951-0060 or amelie.lafrance@statcan.ge.ca. Sébastien 
LaRochelle-Coté is with the Labour Statistics Division. He can be reached at 613-951-0803 or sebastien. larochelle-cot(Q)statcan.ge.ca. 
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The last category—consumption—represents the larg- 
est portion of expenditures for the most Canadian 
households. Items in this category include expenditures 
on durables (e.g., house, furniture and automobiles) 
and non-durables (e.g., food, clothing and recreation). 


Reporting on durable goods can vary since some 
people pay lump sums while others make regular 
payments. For residences and automobiles, in particu- 
lar, the amount actually paid might not be representa- 
tive of the usage (utility, in economic terms) of the 
item over the course of the period. One solution is to 
derive a consumption flow for these items that is more 
closely associated with their ongoing usage (Pendakur 
1998). In this paper, consumption expenditures are 
imputed for two categories of durables: housing 
expenditures for homeowners and vehicles (see Imput- 
ing consumption flows for housing and automobile expenditures). 


The size of the household also matters since consump- 
tion rises with the number of people. However, many 
household facilities—kitchens and living areas, for 
example—are shared by all members of the house- 
hold. Thus consumption does not rise by the same 


amount for each additional person. In order to 
account for these economies of scale, a standard prac- 
tice in the literature is to divide overall consumption 
by the square root of household size’ (Pendakur 1998 
and Lise 2001). As an illustration, this method assumes 
that a family of four consumes twice as much as some- 
one living alone, while a couple consumes 1.4 times as 
much. This technique is especially relevant to the study 
of aging households because children are typically leav- 
ing the nest as their parents are approaching retire- 
ment. 


All consumption and expenditure figures are expressed 
in 2002 constant dollars. 


Expenditures 


In the early 1980s, this cohort of households spent an 
average of $36,600 annually (on a per-adult basis) when 
it was in its late 40s. Nearly 3 out of every 4 dollars 
were spent on consumption ($26,700). Taxes were the 
second-largest expenditure item, accounting for nearly 
20% of expenditures ($7,100). Expenditures on personal 


| The main source of consumption information is the Survey 
| of Household Spending (SHS). The SHS has been conducted 
on an annual basis since 1997, collecting detailed infor- 
mation on the income and expenditures of 10,000 to 20,000 
| households, depending on the year. Before 1997, consump- 
| tion information came from another survey: the Survey of 
Family Expenditures (FAMEX). Although FAMEX and the SHS 
differ in some respects, similarly defined consumption and 
expenditure categories can be obtained at the aggregated 
level with both surveys.' Because FAMEX and the SHS cover 
| nearly four decades of expenditure information among 
Canadian households, it was possible to derive a synthetic 
| cohort of aging households categorized on the basis of the 
| reference person's age.’ 


One problem often encountered with synthetic cohorts is 
| the small sample size of surveys for a given age group. To 
increase the sample size, age groups covering several years 
were selected instead of just those born in the same year. 
| In addition, survey years were combined to further boost 
| the sample size. Hence, FAMEX observations collected in 
1982 and 1984 were combined, as well as those collected 
in 1990 and 1992. Similarly, SHS observations were com- 
bined for 1997 and 1998, 2002 and 2003, and 2007 and 
2008.° The resulting samples range from of 750 to 1,600 
| observations for five points in the life cycle: the late 40s, 
mid-50s, early 60s, late 60s, and early 70s. Table 1 describes 
| the sample characteristics.4 


_ Data source and selection of a synthetic cohort 


Table 1 Sample characteristics 

Sample Total 

Survey Age size sample 

Early 70s SHS 2008 71 to 74 48] 1,089 
SHS 2007 70 to 73 608 

Late 60s SHS 2003 66 to 69 They 1,416 
SHS 2002 65 to 68 665 

Early 60s SHS 1998 61 to 64 760 1,605 
SHS 1997 60 to 63 845 

Mid-50s FAMEX 1990 53 to 56 239 750 
FAMEX 1992 55 to 58 S15 

Late 40s FAMEX 1982 45 to 48 634 SiS. 
FAMEX 1984 47 to 50 285 


Sources: Statistics Canada, Survey of Family Expenditures 
(FAMEX), 1982 to 1992; Survey of Household Spending 
(SHS), 1997 to 2008. 
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Imputing consumption flows for housing and automobile expenditures 
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Housing 

One commonly used approach is to compute ‘imputed rents’ 
for homeowners.'4 This can be done by estimating a semi- 
log equation with measures of location and quality for the 
dwelling (for instance, number of rooms) as independent 
variables, very much in the spirit of Brown and Lafrance 


(2010): 
In(rent), =a@+ B rooms, + 6 bathrooms, + Y type, + Dy +E, 


where rent is the value of annual serviced rental payments 
incurred by the renter, which includes utilities (e.g., water, 
electricity and fuel). The right-hand side variables meas- 
ure the quality of the dwelling (i.e., the number of rooms— 
including a quadratic term—and bathrooms in the dwelling 
and the type of dwelling), while p takes the province in 
which the dwelling is located into account. The predicted 
values from each model are used to calculate imputed rents 
for owner-occupied housing. These values include utilities 
(e.g., water, fuel and electricity) that would normally be as- 
sociated with renters, which may not necessarily accord with 
the utility expenditures of homeowners. The share of utilities 


These shares are then applied to the predicted rents for 
owner-occupied housing to determine the proportion of 
imputed rents that is accounted for by expenditures on 
utilities. The difference between these expenditures and 
actual expenditures on utilities is subtracted from the pre- 
dicted rental values to obtain total shelter costs for home- 
owners. 


Vehicles 


This paper uses the method suggested in Pendakur (1998) 
to derive an imputed consumption flow for purchased trans- 
portation vehicles. The first step is to estimate a probit model 
among families with car operation expenses in excess of 
$100. In this model, the probability of purchasing a car is 
modelled as a function of variables indicative of a house- 
hold’s financial capacity: family size, net income, net 
income squared, and province. The predicted probabilities 
are then multiplied by predicted purchase prices obtained 
from another model of car purchases.!> The total consump- 
tion flow from transportation is then equal to this imputed 
car purchase consumption flow, plus automobile operation 
expenses (e.g., gas, batteries and tires) and public trans- 


as a proportion of rent is calculated for tenants by dwell- portation expenses. 


ing type, as expenditures on utilities vary by dwelling type. 


| 
| 
| 
| 
| 
| 
| 
be 


security ($1,700) and gifts ($1,100) 


together represented about 8% of Table 2 Average expenditures’ among a cohort of aging 


overall expenditures (Table 2). households 

Total expenditures increased to 

$40,000 as the cohort reached its Late 40s Mid-50s Early 60s Late 60s Early 70s 

mid-50s. This is not a surprise, since § 

many people are in their peak eatn- total expenditure 36,600 + 40,000* + 33,600 + 32,400* + —31,100* 

ing years at this point in the life Consumption 26,700 27,300 24,800* 24,900* 25,300 

cycle. As the cohort aged further, personal security 1,700 2,200* 1,300* 800* 700* 

expenditures eventually fell by Gig 1,100 1,600 ~—*1,000 1,800 1,300 

almost $10,000, with most of the — y4,¢, 7,100 8,800* 6,600 5,100* 3,900* 

decline happening between the % 

mid-50s and early 60s. Total expenditure 100.0 100.0 100.0 100.0 100.0 

was primarily due toa drop in taxes Personal security 4.8 5.6 3.8 2.4 Del 

paid. For individuals between their Gifts 2.9 4.0 2.9 5.4 4.0 
Taxes 19.4 22.1 19.6 15.6 12.4 


late 40s and early 70s, taxes paid 
declined by more than $3,000, 
thereby representing 58% of the 
overall decline in expenditures. 
Lower taxes are consistent with 
declining incomes during the retire- 
ment period (LaRochelle-Coté et 
al. 2008 and 2010). 
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a 
* Statistically different from the late-40s group at the 5% level of significance. When available, 
bootstrap weights were used for significance testing. Otherwise, a jackknife procedure was 


used. 


1. Adjusted for family size. All dollar values were rounded to the nearest 100. 
Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey of 
Household Spending (SHS), 1997 to 2008. 
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In comparison, consumption fell by a smaller amount. 
Although it declined by about $2,000 between indi- 
viduals’ late 40s and early 60s, consumption recovered 
somewhat to reach $25,300 among households in their 
eatly 70s. This result is consistent with U.S. studies 
based on longitudinal data finding that retirement is 
associated with negligible decreases in consumption in 
most population groups (see, for example, Hurd and 
Rohwedder 2008).’ 


Although it was relatively small compared to overall 
consumption, spending on personal security declined 
from $1,700 to $700 over the period. This is expected 
since older households make fewer payments on pen- 
sions and employment insurance as they move into 
retirement. Finally, the amount dedicated to gifts 
remained more or less stable, amounting to just above 
$1,000 during most of the period. 


Consumption 


Consumption can be broken down into its compo- 
nents to determine how much households’ spending 
on particular items changes over time. Four categories 
were used: 


e residences and propetties: 
including all expenditures related 
to home and property owner- 
ship, rental, maintenance, utilities, 
and household operations 


e transportation: including vehi- ‘ 

cle expenses, car repairs and 30,000 

maintenance, and all spending 

on public transportation (public oi 

transit, train, plane, etc.) 

20,000 

e food, clothing and care: the 

sum of money spent on food 15,000 

(including restaurants), clothing, 

personal care, and health care 10,000 

(except public health care spend- 

ing) 5,000 
e other items: mainly comprising 0 


items that may be less essential 
for the health, safety or security 
of household members (spend- 
ing on recreation, reading and 
printed material, tobacco and 
alcohol, and miscellaneous 
expenses are included in this 
category). 
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Late 40s 


Although overall consumption did not change much 
over the period, the relative contribution of each 
category did (Chart A). When households were in their 
late 40s, expenses on food, clothing and care repre- 
sented more than one-third of consumption. Spend- 
ing on residences and properties amounted to just over 
30%, while transportation and other consumption 
items accounted for 16% and 18%, respectively. 


As households aged, they had a higher proportion of 
consumption expenses on residences and properties 
(43%) and a lower proportion on food, clothing and 
care (28%), and on other consumption items (12%).* 
Since many older homeowners stay in their homes as 
they age (Hou 2010), it is not surprising to see an in- 
crease in the relative size of housing expenses. Since 
housing expenses have been imputed for homeown- 
ets, they must be understood as a kind of dividend 
representative of the utility that homeowners derive 
from their homes rather than actual expenses.’ 


It is also possible to examine the sources of changing 
consumption patterns in more detail (Table 3). The 
increased spending on residences and properties mostly 


Chart A_ Relative contribution of each consumption category’ 


Mid-50s Early 60s Late 60s Early 70s 


Residence and properties [i Food, clothing and care OTransportation im Other 


1. Adjusted for family size. 
Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey 
of Household Spending (SHS), 1997 to 2008. 
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Table 3 Detailed consumption patterns' 


Late 40s Early 70s Difference 
$ 

Residence and properties 8,200 10,900* 2,700 
Shelter 4,900 8,000* 3,100 
Other accommodation 500 600 100 
Household operations 1,400 1,500 100 
Furnishings and equipment 1,400 800* -600 
Transportation 4,400 4,400 0 
Purchased automobiles 1,500 1700 200 
Automobile operations 2,400 2,300 -100 
Public transportation 500 400 -100 
Food, clothing and care 9,300 7,000* -2,300 
Food 5,500 3,800* -1,700 
Clothing 2,400 1,100* -1,300 
Personal care 700 600* -100 
Health 700 12500* 800 
Others 4,800 3,100* -1,700 
Recreation 1,800 1,500 -300 
Reading and printed material 200 200 0 
Tobacco and alcohol 1,300 600* -700 
Miscellaneous 1,500 800* -700 


* Statistically different from the late-40s group at the 5% level of significance. When available, 
bootstrap weights were used for significance testing. Otherwise, a jackknife procedure was 
used. 

1. Adjusted for family size. All dollar values were rounded to the nearest 100. 

Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey of 

Household Spending (SHS), 1997 to 2008. 


came from an increase in spending 
on shelter—in fact, were it not for 
a significant decline in the money 
spent on furniture and equipment, 


US data, which showed that 
work-related expenses (particularly 
food and clothing) tend to decline 
during retirement years (Hurd and 
Rohwedder 2006, and Hurst 2007). 
That said, the decline in food and 
clothing spending took place as 
spending on health care increased. 


Health 


Households in their early 70s spent 
$800 more on health care on a per- 
adult basis than households in their 
late 40s. Although all categories of 
health care spending increased over 
the period (Table 4), about one-half 
of the increase was due to medi- 
cine and pharmaceuticals ($400) 
and one-quarter to health care 
supplies and services ($200). Health 
expenditures increased from 3% to 
6% over the period as a propor- 
tion of overall consumption. 


Consumption and income 
replacement 


As noted earlier, a number of stud- 
les have examined thevisste of 
income replacement rates among 
Canadian seniors. The general 


Table 4 Detailed consumption patterns’ 


the increase in the overall spending shone’ Seu 0 SRS 
on residences and properties would $ 

have been even higher. Conversely, Total health spending 700 1,500* 800 
ie sag es preeyce ene Ou: Medicine and pharmaceuticals 100 500* 400 
items was primarily due to signifi- } 

cant reductions in the amount Eye and dental care 300 400 100 
spent on tobacco and alcohol, and Health care supplies and services 100 300* 200 
miscellaneous items. Insurance premiums 300 400* 100 


Finally, spending on food, clothing 
and care declined primarily because 
of declines in food and clothing 
expenses. This is consistent with the 
findings of some studies based on 
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eee ee 
* Statistically different from the late-40s group at the 5% level of significance. When available, 
bootstrap weights were used for significance testing. Otherwise, a jackknife procedure was 
used. 
1. Adjusted for family size. All dollar values were rounded to the nearest 100. 
Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey of 
Household Spending (SHS), 1997 to 2008. 
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consensus is that the Canadian retirement system is 
achieving relatively high replacement rates. Studies 
focusing on more specific populations, such as those 
who were strongly attached to the labour market 
(LaRochelle-Coété et al. 2008 and Denton et al. 2009), 
those who did or did not contribute to a registered 
pension plan (Ostrovsky and Schellenberg 2009), and 
those who experienced a change in their marital status 
(LaRochelle-Coté et al. forthcoming) all reached simi- 
lar conclusions. However, the evolution of income 
replacement rates has rarely, if ever, been studied in 
conjunction with consumption replacement rates. 


In FAMEX and the SHS, household income is 
defined as the sum of wages and salaries, self-employ- 
ment income, government transfers, and miscellane- 
ous income (comprising income from retirement 
pensions, registered retirement savings plans [RRSPs] 
and retirement income funds [RIFs], and purchased 
annuities), minus taxes paid. Since housing investments 
also generate a source of implicit income for home- 
owners (Brown et al. 2010), the measure of household 
income used in this paper is adjusted to take this im- 
plicit income into account.'” This measure of income 
is then used to calculate an index that can be com- 
pared to an index of consumption. As was done for 
expenditures, all income figures are expressed in 2002 
constant dollars and have been adjusted to reflect 
changes in household size. 


Within this cohort, the income of households rose by 
about 8% between their late 40s and mid-50s, and then 
declined to 84% of income earned in their late 40s by 
the time they were in their early 70s. Households in 
their early 70s therefore had income levels that were 
16% lower than those of the cohort in their late 40s 
(Chart B). This profile is similar to those reported in 
studies of income replacement mentioned earlier."! 


Since consumption levels remained relatively stable 
over the period, the cohort had consumption levels 
that were just 5% lower in their early 70s than in their 
late 40s (a decline that was not statistically different 
from zero). 


The maintenance of consumption while income falls 
fits with a standard economic model. Life-cycle theory 
suggests that individuals choose a consumption path 
to maximize lifetime utility, determined by a lifetime 
budget constraint. According to this theory, individu- 
als smooth their consumption patterns over the life 
cycle through borrowing and repayment, based on 
expectations about their income increasing during their 
prime working years and declining during their retire- 
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ment years.'* Since consumption follows a smoother 
trajectory than income, many individuals appear to 
be following this model of behaviout. 


Consumption-to-income ratio 


Consumption can be also expressed as a ratio of 
income. This ratio should not be interpreted as an 
indicator of financial stress, since housing expenditures 
ate imputed for homeowners in our measure of con- 
sumption. Rather, it provides an indicator of the 
extent to which annual income—including income 
obtained from housing services—contributes to financ- 
ing household consumption. 


Income levels were sufficient to cover consumption 
expenses throughout the period (Table 5). However, 
the consumption-to-income ratio increased signifi- 
cantly over time. For every dollar of income, house- 
holds in their late 40s spent 82 cents on consumption 
items, leaving 18 cents for other expenses and 
financial savings. Conversely, households in their early 
70s spent 92 cents of every dollar of income on 
consumption. 


Of households in their late 40s, almost one-quarter had 
consumption levels that exceeded their income level 
(22%). Among these, the median gap between their 


Chart B_ Index of consumption and income 
patterns among senior Canadians! 


Index (late 40s= 100) 
120 


Consumption 95% 


80 Income 84% 


60 


Late 40s Mid-50s Early 60s Late 60s Early 70s 


1. Adjusted for family size. 
Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 


1982 to 1992; Survey of Household Spending (SHS), 1997 
to 2008. 
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Table 5 After-tax income and consumption statistics’ 


Late 40s Mid-50s Early 60s Late 60s Early 70s 
Average consumption- 
to-income ratio 0.817 0.771 0.827 0.877 0.920 
Households with 
income less than - 
consumption (%) Dis Died 37.4 44.8 44.] 
Median income gap ($) 4,700 5,200 5,300 5,000 6,100 


1. Adjusted for family size. All dollar values were rounded to the nearest 100. 
Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey of 
Household Spending (SHS), 1997 to 2008. 


income level and their consump- 
tion was $4,700, indicating that in- 
come was not meeting overall 
consumption levels for a number 
of households, even among those 
in their late 40s. 


The proportion of households for 
whom consumption exceeded 
income increased steadily over the 
period, from 22% among those in 
their late 40s to about 45% among 
those in their late 60s and early 70s. 
This suggests that many seniors rely 
on accumulated savings to finance 
their consumption, as life-cycle 
theory suggests. However, the typi- 
cal income gap among those who 
consumed more than they earned 
remained relatively stable during 
iOst, ©f tne period, except 
between their late 60s and early 70s, 
when it increased from $5,000 to 


$6,100. 


Consumption and income 
variation 


Up to this point, this study has con- 
centrated mainly on reporting 
averages. Looking at averages, 
however, says little about the 
dispersion of consumption and 
income around the typical house- 
hold. Simply put, dispersion meas- 
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ures show the extent to which con- 
sumption (or income) became 
more or less unequal over the 
period. Income dispersion is 
known to decline among older 
individuals (LaRochelle-Cote et al. 
2008), but little is known about the 
evolution of consumption disper- 
sion. If, as economic theory sug- 
gests, consumption remains similar 
over the life cycle, then dispersion 
of consumption should also remain 
similar across the life cycle. 


The dispersion of income and con- 
sumption can be measured in dif- 
ferent ways. A widely used measure 
of dispersion, the P90/P10, is the 
ratio of the consumption (or in- 
come) of the household located at 
the 90th percentile divided by the 
consumption (or income) of the 
household located at the 10th per- 
centile. A P90/P10 ratio of 3.0, for 
instance, would indicate that a 
household located at the 90th per- 
centile consumes 3 times as much 
as a household located at the 10th 
percentile. A similar measure, the 
P75/P25, uses households located 
at the 75th and 25th percentiles. A 
third measure, the mean absolute 
deviation (MAD), is the typical 
deviation, in percentage terms, of a 


household’s consumption from the 
average consumption level. For 
instance, if a MAD of 0.2 is found, 
this means that households typically 
deviated from the mean by 20%. 


By almost any measure, the disper- 
sion in consumption remained 
quite stable as households aged 
(Table 6). Taking the mean abso- 
lute deviation as an example, 
household consumption deviated 
from the household mean by 
between 28% and 32% throughout 
the period. Other measures yielded 
similar results. Households at the 
75th percentile had consumption 
levels that were 1.6 times above 
that of households at the 25th 
percentile and that ratio 
remained relatively stable over 


Table 6 Consumption and 
income dispersion 


measures! 

Consumption Income 
P90/P10 
Late 40s Dei 3.4 
Mid-50s Dey, AN 9) 
Early 60s 29 4.9 
Late 60s 2.6 C46) 
Early 70s 2.4 B72 
P75/P25 
Late 40s 1.6 ag) 
Mid-50s a7 Dell 
Early 60s ez 72. 
Late 60s 1.6 2.0 
Early 70s 1.6 le? 
Mean absolute 

deviation 

Late 40s 0.313 0.400 
Mid-50s 0.318 0.442 
Early 60s 0.321 0.484 
Late 60s 0.281 0.385 
Early 70s 0.290 0.380 


1. Adjusted for family size. 

Sources: Statistics Canada, Survey of Family 
Expenditures (FAMEX), 1982 to 
1992; Survey of Household 
Spending (SHS), 1997 to 2008. 


Perspectives on Labour and Income / 11 


Consumption patterns among aging Canadians 


time. The P90/P10 declined from 2.7 to 2.4 between 
their late 40s and early 70s. By this measure, consump- 
tion became a bit more equal as the cohort aged. 


In comparison, income dispersion varied much more 
over the period. Households in their late 40s typically 
diverged from the group mean by 40% (as opposed 
to a 31% deviation in consumption). Income disper- 
sion increased to 48% among those in their early 60s 
before the stabilizing effect of pension income brought 
dispersion back to the high 30% range in their late 60s 
and early 70s. Although the P75/P25 measure varied 
less, the P90/P10 also increased among households 
until they were in their early 60s, and then it declined. 
Hence, not only did consumption vary less than 
income at any point of the life cycle, but consumption 
inequality fluctuated less over time than did income 
inequality. 


Even if consumption variance did not change over the 
period, the sources of that variance might have 
changed—especially in view of the changing consump- 
tion patterns reported earlier. Using a simple decom- 
position technique, the variance in total consumption 
can be expressed as a weighted sum of the variance in 
every consumption item plus a series of covariance 
items.’ The results can then be expressed as a share of 
the total variance to show the extent to which the over- 
all variance was due to each consumption category. 


When households were in their late 40s, 11% of the 
total consumption variance came from spending on 
residences and properties, 15% from spending on 
food, clothing and care, and 68% from covariance 
items (Table 7). Very little of the overall variance across 
households came from the other two major consump- 
tion categories (transportation and 

‘other’ items). 


However, the share of the variance 
attributed to differences in housing 
increased substantially over the 
period, while the variance due to 


declined slightly, from 68% to 59%, This suggests that 
even if the total variance changed little over the 
period, the sources of that variance differed over time. 
It is also consistent with the fact that spending on hous- 
ing occupied a larger portion of consumption among 
older households. 


Summary 


Previous research indicated that many retired Canadt- 
ans had incomes in excess of 70% of their income in 
their working years after adjusting for changes in house- 
hold size. However, little was known about the con- 
sumption trajectories of aging Canadians. Using a 
synthetic cohort approach, this paper examined the 
consumption patterns of a cohort that was in its late 
40s at the beginning of the 1980s, until its early 70s in 
the late 2000s. 


When controls were introduced for the declining size 
of aging households, consumption levels remained 
relatively stable as households aged. Indeed, house- 
holds in their early 70s consumed 95% of the level 
measured for the same cohort in its late 40s. 


Although consumption varied little over time, the 
composition of consumption did change. Among 
older households, a larger share of overall consump- 
tion was devoted to housing expenditures. Conversely, 
they spent less on food, clothing and personal care 
items. Spending on health care increased over the 
period but still represented a relatively small portion 
of consumption. 


Differences across households in terms of consump- 
tion also changed little over the period. In contrast, 
income differences reached a peak when households 


Table 7 Variance decomposition of consumption’ 


Late Mid- Early Late Early 


differences in spending on food, 40s 50s 60s 60s 70s 
clothing and care declined. When . 
pres olden ie iu cheicar ai sse Wer nl arianes | ti 100.0 100.0 eo 0 100.0 100.0 
i : 4 a i] e in consumption . . e ° . 
nearly one-third of the total vati- Residence and properties 10.9 mipskdeSny 23:9 2> Oeeecae 
ance in consumption could be Transportation EO 2-3 0.7 1.8 0.9 
attributed to variations in residence Food, clothing and care 15.4 12.0 6.1 9.8 6.8 
qi de ml | Others Ai 520 2a 273 1.0 
and propetty expenses, while only Covariance items 67.9 67.2 67.1 60.2 59.2 


7% was due to variations in spend- 
ing on food, clothing and care. The 
share due to covariance items also 


1. Adjusted for family size. 


Sources: Statistics Canada, Survey of Family Expenditures (FAMEX), 1982 to 1992; Survey of 
Household Spending (SHS), 1997 to 2008. 
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were in their early 60s, and then declined substantially. 
However, even though the overall variance of 
consumption changed little over the period, the source 
of that variance did change. Households diverged in 
spending on residences and properties, while spend- 
ing on food, clothing, and personal care items 
converged. 


@ Notes 


1. One significant difference between the two surveys is the 
treatment of housing expenses (Statistics Canada 2000). 
This study deals with it by imputing housing expenses 
for homeowners (as in Brown et al. 2010). 


2. The use of synthetic cohorts raises the issue of attrition, 
as some individuals in their late 40s could die or leave the 
country by the time they reach their mid-70s. Conversely, 
some households in their early 70s might not be entirely 
representative of households taken out of the 1982 to 
1984 FAMEX in their late 40s—for instance because of 
immigration. While the issue of attrition through death 
has been minimized by restricting the end of the study 
period to a sample of households in their early 70s, little 
can be done about representativeness issues since both 
surveys provide a limited (or inconsistent) number of 
sociodemographic variables. 


3. The 1984 and 1990 surveys were only conducted in 15 
major cities. To construct a nationally representative 
sample for all pairs of years, the weights for respondents 
in each sutvey were divided by two except for respond- 
ents living outside the 15 cities in 1982 and 1992. 


4. Comparisons with a younger cohort of individuals 
yielded very similar results. More precisely, results obtained 
for the four first timelines described in Table 1 were 
checked against the following samples: households age 
45 to 48 and 47 to 50 in the 1984 and 1986 FAMEX (late 
40s); those age 51 to 54 and 53 to 56 in the 1990 and 1992 
FAMEX (mid-50s); those age 60 to 63 and 61 to 64 in 
the 1999 and 2000 SHS (early 60s); and those age 65 to 
68 and 66 to 69 in the 2004 and 2005 SHS (late 60s). 


5. Alternative definitions of ‘per adult’ consumption were 
tested and did not significantly alter the results. 


6. Within our sample of households, 62% in their late 40s 
had children whereas only 6% in their early 70s still had 
children living in their homes. 


7. The same authors (Hurd and Rohwedder 2006) report 
that some of the decrease in consumption can be 
accounted for by the substitution of non-market for 
market activities—for example, home-cooked meals as 
opposed to dining out—particularly among lower 
income groups. 
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8. Although extended care and similar institutions are 
excluded from the sample of households, it is possible 
that services, like meals and medical care, may be included 
in the rent of some older seniors. 


9. Actual housing expenses wete calculated and followed 
essentially the same path as imputed expenses. 


10. An implicit measure of income derived from housing 
setvices can be calculated by using estimates of the balance 
owing on a mortgage. Since this measure is not always 
available in consumption data, these estimates are deter- 
mined by using percentages obtained by year and age 
group as reported in Brown and Lafrance (2010). Accord- 
ing to that study, the implicit source of earnings coming 
from investments increased income by 13% on average 
among those age 60 to 69, and by an even larger amount 
among those at least 70. 


11. When housing services are excluded from the definition 
of household income, the income replacement rate is 
almost exactly the same as the one reported for a similarly 
aged cohort of individuals (LaRochelle-Coté et al. 2010). 


12. These theories have long been a part of economic 
literature and were first discussed by Modigliani and 
Brumberg (1954) and Friedman (1957). 


13. More formally, if all four major consumption items 
are represented by the terms X, to X,, the variance 
of total consumption can be expressed as follows: 
Var(Z)=C?Var(X,)+CiVar(X,)+C5Var(X,) Te VatOe) 
+CVar(X,)+ covariance terms where the terms c, to c, 
represent the shares of each consumption item in total 


consumption. 


14. It was not necessary to impute a housing value for renters 
as annual rental expenditures declared by renters in survey 
data are considered to be annual housing consumption. 


15. Independent variables used for the ordinary least squares 
(OLS) regression were the same as those used for the 
probit model. Other family characteristics, like immigra- 
tion, could also have an impact on predicted probabilities 
but FAMEX and the SHS do not consistently report this 
information in all years. 
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Retiring with debt 


Katherine Marshall 


ebt is most often associated with younger 

adults, as they borrow to finance their 

education and purchase housing and vehicles. 
However, research from the United States suggests 
that an increasing number of people, both in pre- 
retirement and retired, are now struggling with debt, 
as both the percentage with debt and debt levels have 
risen for those age 55 and over (Copeland 2009, and 
Draut and McGhee 2004). This paper investigates the 
debt-holding situation of older Canadians. 


With funding for retirement shifting onto the indi- 
vidual,’ most Canadians believe they must take an 
active role in planning for the event. Indeed, among 
those age 25 to 64, 81% reported they were preparing 
financially for their retirement. However, only 46% of 
those preparing for retirement knew how much 
savings they would need to maintain their standard of 


living (Schellenberg and Ostrovsky 2010). 


Debt management is a recurring 
theme in retirement planning litera- 
ture. Debt may be problematic for 
older workers if not paid off 
before retirement since repayment 
can be more difficult on a reduced 
income. On the other hand, carry- 
ing debt into retirement may not 


; : : 80 
necessarily be an issue if repayment 
is manageable and the household 1s 
. 60 
financially sound. 
Financial planning is particularly 40 
important for women for several 
reasons. Compared with men, 20 
women have a longer life expect- 


ancy and they usually retire having 0 
spent fewer years in the labour Total 
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With household debt (%) 


Retired 


55 and over 


market with less earned and saved (Glass and 
Kilpatrick 1998, and Marshall 2000). Divorce or 
widowhood during this period can also affect 
economic well-being. 


The 2009 Canadian Financial Capability Survey (CFCS) 
provides information on the income, wealth and debt 
of retired Canadians, combined with self-assessments 
of their financial situation and indicators of financial 
literacy. This article examines the proportion, type, and 
level of debt among almost 5 million retirees age 55 
and over (see Data source and definitions). Logistic 
regression is used to examine the personal, demo- 
graphic and economic factors that influence the likeli- 
hood of carrying consumer or mortgage debt in 
retirement. The financial situation of indebted retirees 
is also examined along with three indicators of finan- 
cial security among retirees. 


Chart A One-third of retired individuals age 55 and over 
have some form of debt 


Not Retired Not Both One Both not 
retired retired retired retired retired 
Single' In a couple 


1. Includes widowed, separated and divorced, and never-married individuals. 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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Data source and definitions 


ce 


| The Canadian Financial Capability Survey (CFCS), a new 
| survey conducted between February and May 2009, col- 


lected information from Canadians age 18 and over in the 
10 provinces. The content focuses on the financial situa- 
tion of individuals and households as well as their finan- 
cial knowledge, ability and behaviours concerning money 
management, budgeting and general financial planning and 
decisions. One of the goals of the survey is to understand 
Canadians’ use of financial services and their knowledge 
of programs aimed at facilitating financial planning for 
retirement. 


The target population for this article includes all respond- 
ents age 55 and over and who, when asked about their em- 
ployment status, reported themselves to be “retired.” Those 
who reported themselves to be not working and not look- 
ing for work and with no employment income in the past 


| year were also counted as retired. If the respondent was 


part of a couple, his or her spouse would also have to 
report being retired in order to be considered living in a 
fully retired household. Approximately 3,730 respondents 
fit this definition, representing a weighted count of 
4,869,000. 


As noted above, retired is derived from self-reported 
information regarding employment status. Although house- 
holds may report some of their income in the previous 
12 months came from employment, for the purpose of this 
study their main activity remains “retired.” 


Respondents are considered to be in a couple relationship 


| if they are currently married or in a common-law relationship 


and living with a partner, whereas single includes those 


_ who are divorced (including separated) or widowed, or those 


who never married, and are not living with a partner. 


Assets are the monetary value of all personal or business 
goods owned, including, for example, real estate, vehicles, 
jewellery, stocks and bonds, registered retirement savings 
plans and savings in the bank. Unlike the Survey of Financial 
Security, the value of registered pension plans is not 
included among the assets. Respondents were asked to pro- 
vide a total value for each type of asset and the combined 
total refers to a household’s total assets. If just one of the 


| individual asset questions is marked as “don’t know,” then 


the total household asset figure is marked as “not stated.” 


| For this reason, upwards of 50% of the total asset variable 


is unknown, which is a limitation of the survey. However, 


| all calculations made using the asset, debt and net worth 


variables only use valid responses. 


| Debt is the amount the respondent and other family mem- 
| bers still owe on mortgages; student, payday or other loans; 


outstanding balances on credit cards or lines of credit; or 
any other unpaid debt or liability. Although respondents 


| were asked to identify different types of debt, only the value 
| of all debts combined was collected. Debt was collected for 


the family as a whole since it cannot easily be assigned to 


| just one person in the family. While most respondents knew 


16 / Perspectives on Labour and Income 


whether they owned money, many were not able to pro- 
vide a dollar figure for their total debt. Among the retired 
population, 21% of those with debt did not know the total 
value of their indebtedness. 


Net worth is calculated by subtracting total debt from total 
assets. Since both the asset and debt variables had consid- 
erable proportions of “not stated” responses, more than one- 
half of the responses for the net worth variable are 
unknown. 


The following three questions on financial self-assessment, 
appropriate for retirees and included in the CFCS, were 
selected to assess household finances and were used as 
indicators of financial security: 


1. “Compared to your expectations before you retired, how 
would you describe your financial standard of living in 
retirement?” 

(Much better than expected; Better than expected; As 
expected; Not as good as expected; Much worse than 
expected) 


2. “Is your retirement income sufficient to comfortably cover 
your monthly expenses?” 
(Yes; No) 


3. “Again, thinking of the last 12 months, which one of the 

following statements best describes how well you and 
your family have been keeping up with your bills and 
other financial commitments?” 
(Keeping up with all bills and commitments without any 
problems; Keeping up with all bills and commitments, 
but it is sometimes a struggle; Having real financial 
problems and falling behind with bills or credit commit- 
ments; Don’t have any bills or credit commitments) 


The survey also included a 14-question section to objec- 
tively assess an individual’s financial knowledge. Scores 
were calculated by adding up the number of correct an- 
swers. 


Logistic regression models were used to examine the 
probability of the retired having mortgage and/or consumer 
debt and the probability of giving a positive response to 
each of three questions pertaining to financial security. In 
order to retain as large a sample as possible, dummy “not 
stated” categories were created for any values missing from 
the annual household income and household net worth vari- 
ables. Multicollinearity diagnostic tests were run for all 
models. Although test statistics indicate some correlation 
between household income and net worth, both were left 
in the models because of the problem with missing values. 
Alternative models were estimated, each including only 
wealth or income. The results remained the same when the 
variables were included separately in the models or when 
they were both in the models together. The entire analy- 
sis used 250 bootstrap weights to adjust for the survey design 
and produce a more accurate variance estimation. 
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1 in 3 retirees holds some form of debt 


Debt can include mortgages; student, payday or other 
loans; outstanding balances on credit cards or lines of 
credit; or any other unpaid debt or liability. Among 
those age 55 and over, one-third of the retired and 
two-thirds of the not-yet-retired report having some 
form of debt (Chart A). The proportion holding debt 
in retirement is about one-third for both fully retired 
couples (where both partners are retired) and for peo- 
ple living on their own. The proportion of couples 
with debt is higher when one spouse is retired (61%) 
ot when neither spouse is retired (75%). Research has 
found that dual-earner couples tend to have higher 
average debt per person, relative to income—possibly 


due to their sense of security from having two incomes 
(TD Economics 2010). 


Retirees with debt owe less than their 
non-retired counterparts 


Those retired and in debt owe a median amount of 
$19,000 compared with their non-retired counterparts 
who owe $40,000? (Chart B). Retired singles owe less 
than fully retired couples—$13,000 versus $20,000. 
Not-retited couples were the most likely to have some 
form of debt and they also had the highest median 
value owing ($50,000). 
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Over one-half of indebted retirees owe 
less than $25,000 


The remainder of the paper focuses on retited indi- 
viduals and couples where both partners are retired. 
Of those owing money, the type and level of debt 
varies little between those in a couple and those on 
their own. Roughly 60% of retired couples and singles 
catry consumer debt only, with the remaining 40% 
almost equally split between those with mortgage debt 
only and those with both forms of debt (Table 1). 


Among retirees, average debt was $60,000, while the 
median (the value where half owe more and half owe 
less) was $19,000. This large difference between the 
median and the mean is characteristic of a skewed dis- 
tribution: one wherein a small group carries a high debt 
load while most owe smaller amounts. 


Of retirees with debt, 1 in 4 owes less than $5,000. 
Debt in this range may simply be related to using credit 
as a convenience or as promotional financing. For 
example, some big-ticket items can be purchased on 
credit with no payments or interest for up to one year.’ 
One-third of households with debt owe between 
$5,000 and $24,999, and another one-quarter owe 
between $25,000 and $99,999. The remaining 17% of 
households carry a debt of $100,000 or more. 


Who’s likely to hold debt 
in retirement? 


Chart B_ Retired couples with debt owe a median of $20,000 


Median household debt (’000 $) 
60 


50 
40 
30 
20 


10 


Retired Not Both 
retired 


Total Retired Not 


retired retired 


55 and over Single' 


1. Includes widowed, separated and divorced, and never-married individuals. 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


One Both not 
retired 


In a couple 


This section assesses which socio- 
economic and demographic fac- 
tors are associated with the 
likelihood of carrying mortgage or 
consumer debt. Age is a primary 
factor since it reflects the evolution 
of personal finances over the life 
cycle. Level of education, sex, fam- 
ily and immigrant status, urban liv- 
ing and region are included as they 
may be associated with different 
housing choices and costs, as well 
as vafiations in personal financial 
behaviours. Finally, income, net 
worth and home ownership may 
also be linked to the incidence of 
debt, either positively, as income 
and collateral enable further bor- 
rowing, or negatively, since they 
may allow individuals to pay down 
debt faster or avoid it altogether.’ 


retired 
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Table 1 Retired individuals age 55 and over by type and 
level of debt 
Single’ 
Retired, 55 Ina 
and over couple Total Men Women 
‘000 
Total retired 
individuals 4,869 2,959 1,910 522 1,388 
% 
Total 100 100 100 100 100 
No debt 66 65 68 66 69 
Debt 34 35 32 34 31 
Total with debt 100 100 100 100 100 
Mortgage only 20 2) 19 25 17 
Consumer only oye 56 58 60 58 
Both types of debt 23 24 23 E 26 
All debt $ 
Average dollars 60,150 69,300 44,830 43,540 45,440 
Median dollars 19,000 20,000 13,000 18,000 11,000 
% 
Range of all debt 100 100 100 100 100 
Less than $5,000 D5 22 3] 25 33 
$5,000 to $24,999 32 36 30 32 29 
$25,000 to $99,999 26 oh 25 27 24 


$100,000 or more 17 19 15 F iF 
1. Includes widowed, separated and divorced, and never-married individuals. 

Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 

ES a AL aS aN I OE Ris SS ese a 


In order to determine which fac- 
tors better predict the incidence of 
holding debt, the variables men- 
tioned above are included in a 
logistic regression model. This 
technique estimates the relationship 
of each variable with the probabil- 
ity of having debt while holding all 
other variables constant. Descrip- 
tive statistics and regression results 
of the explanatory variables appear 
inal able: 


over, only 20% had some form of 
debt, compared with 48% of those 
age 55 to 64 (Table 2). Older 
retirees were found to be signifi- 
cantly less likely to carry debt even 
after controls for other factors in 
the regression model were applied. 


Higher education 
positively linked with 
having debt 


As the level of schooling goes up, 
so does the incidence of holding 
debt. While 26% of those with less 
than a high school diploma had 
some form of debt, 36% or more 
with at least a high school diploma 
had debt. The regression results 
indicate that only the difference 
between retirees without a high 
school education and those 


The likelihood of debt falls 
with age 


One possible factor associated with 
holding debt in retirement is age. 
The further along the life cycle, the 
more time someone has had to 
repay any outstanding debts. 
Indeed, among retirees age 75 and 
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with high school or some 
postsecondary schooling was sta- 
tistically significant. Other research 
has shown that higher education is 
associated with an open or posi- 
tive attitude towards borrowing 
(Lee et al. 2007). 


As a person’s financial knowledge 
score increases, so does the likeli- 
hood of having debt (scores were 
calculated by adding the number of 
cotrect answers reported on a 
14-question financial knowledge 
quiz). Understanding of financial 
concepts may be associated with 
borrowing to finance investments 
or smooth consumption. 


Divorced most at risk of 
debi 


Of the almost 5 million retirees 
in the study, 3.0 million lived with 
a spouse, 1.2 million were wid- 
owed, 500,000 were divorced and 
300,000 had never married. Divor- 
cees, at 43%, had the highest rate 
of holding debt followed by 35% 
for couples, 30% for the never- 
married and 28% for widows/ 
widowers. Retired divorcees were 
found to be significantly more likely 
(1.3 times) to carry debt than those 
living in a couple after controls for 
other factors were applied. The 
financial cost of divorce, including 
legal fees, the division of proper- 
ties and assets, and the setting up 
of separate households, has short- 
term economic consequences for 
both partners, which likely contrib- 
utes to increased borrowing.” 


Home ownership and 
higher income linked to 
having debt 


Among retirees, 8 in 10 own a 
home. Homeowners are 1.4 times 
more likely to hold debt than non- 
owners, but not simply because of 
Antmottoage.. Oxerall leat 
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Table 2 Socio-economic and demographic characteristics of 
retired individuals age 55 and over showing 
percentage with household debt and predicted 
probability of debt 


Ratio of 
With predicted 
Retired debt probability 
‘000 % % 
Total 4,869 100 34 
Age 
55 to 64 1,166 24 A8 ref. 
65 to 74 1,934 40 Sy/ 0.84* 
75 and over 1,769 36 20 OL 
Men 2,012 4] 36 ref. 
Women 2,857 59 32 1.10 
Level of education 
Less than high school 1,742 36 26 ref. 
High school or some postsecondary 1,485 31 36 le2i¢ 
University degree 1,621 33 39 LalS 
Financial knowledge 
(continuous score from 0 to 14) Pe ae eis 1.04* 
Family status 
Widowed Tlo2 24 28 1.06 
Divorced 465 10 43 WA 
Never married 294 6 30 0.85 
In a couple, both retired 2,959 61 35 ref. 
Extra household members’ 
Yes 898 18 49 1.49* 
No 3,971 82 30 ref. 
Homeowner SOT 78 37 PASE 
Non-owner 1,020 22 23 ref. 
Annual household income 
Less than $25,000 719 15 29 ref. 
$25,000 to $49,999 889 18 42 ese 
$50,000 to $74,999 533 1] 46 39 
$75,000 or more 466 10 A6 less 
Not stated 2,261 46 26 0.88 
Net worth (assets minus debts) 
Less than $75,000 530 11 31 ref. 
$75,000 to $399,999 648 ils 43 0.80 
$400,000 or more WYP 16 38 0.55* 
Not stated 2,919 60 $31) 0.76* 


* significant difference from the reference group (ref.) at the 0.05 level. The logistic 
regression model also controlled for immigrant status and residence by Census Metropolitan 
Area (CMA) and region. 

1. Single or couple households with additional household members. 

Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


homeowners catry some debt, including 9% who have only a mortgage, 
18% who have only consumer debt, and 10% who have both a mortgage 
and consumer debt. Overall, 28% of homeowners have some consumer 
debt compared with 23% of non-owners. A similar association was found 
among older Americans: “As expected, having mortgage debt was a sig- 
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nificant and positive factor in the 
probability of holding consumer 
debt? (Veereralfi2007, p. 316). 
Although houses can be expensive 
to maintain, homeowners have in- 
vested in a valuable, often-appreci- 
ating asset. Furthermore, there are 
financial gains in mortgage-free 
home ownership since rent does 
not have to be paid. 


Individuals in households with an 
annual income of less than $25,000 
were less likely to hold some form 
of debt compared with those in 
higher income groups. However, 
high net worth was also associated 
with a lower probability of debt.° 
After controls for other factors 
were applied, retirees with a house- 
hold net worth of $400,000 or 
more were found to be less likely 
to hold debt than the reference 
group with a net worth of less than 


$75,000. 


Several other demographic and 
geographic factors were not signifi- 
cantly related to debt among 
retirees, including immigrant status, 
region and Census Metropolitan 
Area. 


Holding debt is often assumed to 
affect financial security. One way to 
determine perceptions of financial 
well-being is to assess responses to 
questions about personal finances. 
The next section examines the per- 
sonal and financial characteristics of 
all retirees in conjunction with indi- 
cators of financial security (see Data 
source and definitions). 


Most retirees feel finances 
meet pre-retirement 
expectations 


From a subjective point of view, 
the vast majority of retirees give a 
positive report when asked about 
their economic well-being. Almost 
8 in 10 believe that their financial 
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Table 3. Financial security indicators of retired population age 55 and over by personal and 
financial characteristics 


Financial 
situation Keeping up 
better Retirement with bills 
than or as income is and other 
expected Ratio of sufficient Ratio of financial Ratio of 
before predicted for monthly predicted commitments predicted 
retirement probability expenses probability not a problem probability 
Model Model Model Model Model Model 
% ] Z % ] 2 % ] 2 
Total 78 : 86 82 - 
Age 
55 to 64 76 ref ref 84 ref ref TF ref ref 
65 to 74 75 1.03 1.04 84 1.04 1.08 80 1.07" 1.08 
75 and over 83 Wez* 1325 89 14i4z 1265 89 1.19* m3O5 
Men 77 0.94 0.90 86 0.98 0.96 83 1.00 1:3 
Women 79 ref. ref. 86 ref. ref. 82 ref. ref. 
Level of education 
Less than high school 74 ref. ref. 83 ref. ref. 80 ref. ref. 
High school or some 
postsecondary 79 1.06 1.06 87 1.06* 1.10 84 1.08* lee 
University degree 81 Fea oi Wall 87 O94 Tie 84 TaO2 ail 
Family status 
Widowed 78 0.86* 0.93 84 0.87* 0.89 81 0.89* 0.95 
Divorced 65 Ore 0:81" v5) OL; 0.80* 70 0.76* 0.89 
Never married 77 O192 1.00 86 0.95 1.00 85 0.98 1.09 
In a couple, both retired 80 ref. ref. 88 ref. ref. 84 ref. ref. 
Immigrant igs 0.89* O57 79 0.82* Ole 76 0:85* 0 Byige'h: 
Canadian-born 79 ref. ref. 88 ref. ref. 84 ref. ref. 
Debt 70 FB: a! 79 i sa 68 i ie 
Less than $5,000 69 re 0.69% 79 cr 0.79* 67 ste 0.52% 
$5,000 to $24,999 68 i 0.59* 82 ae Os 70 , 0.50* 
$25,000 to $99,999 68 & O57* 82 the 0:73" 68 te 0.41* 
$100,000 or more 73 mis Os 78 33 One 67 a. 0.49* 
No debt 82 den ref. 89 igs ref. 89 Sa ref. 
Annual household 
income 
Less than $25,000 65 a ref. Us be ref. 68 ie ref. 
$25,000 to $49,999 76 si 120% 85 ih Te 16? 78 ne T2606" 
$50,000 to $74,999 90 es 1.49* 93 SER Teor 9] ee 1.49* 
$75,000 or more 88 by 1A 93 hie Looe 90 or teoQs 
Not stated 78 ms Thos 86 “2 1 ed ef 85 aw leee* 
Net worth (assets 
minus debts) 
Less than $75,000 63 ee ref. 72 Ce ref. 65 Is ref. 
$75,000 to $399,999 76 ~- Pe 87 or Upailteye TE oe Neus ke 
$400,000 or more 86 Ee h29% 91 as 2s 92 3 1.44* 
Not stated 79 mr 1.10 86 Ly es 84 oS: h21s 


* significant difference from the reference group (ref.) at the 0.05 level. The logistic regression models also controlled for financial knowledge, 
extra household members, home ownership and residence by Census Metropolitan Area (CMA) and region. 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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situation is as expected or better than before they 
retired; similarly, 86% say their income is sufficient to 
cover monthly expenses; and 82% report that keeping 
up with bills and other financial commitments is not a 
problem (Table 3). When all personal and financial 
characteristics of retirees are considered together in 
logistic regression models, certain variables consistently 
increase or decrease the positive response rate to at 
least two, and usually all three, financial security ques- 
tions. 


Positive view of financial security 
increases with age 


Retirees age 75 and over are significantly more likely 
to report positively on their economic situation than 
those age 55 to 64 even after controls for variables 
such as level of income and debt are applied. For 
example, 83% of the older cohort felt they were 
financially as well off as or better than expected 
before retirement compared with 76% of the younger 
group. Similarly, the older cohort is 1.3 times more 
likely than the younger one to say their income is suffi- 
cient for their expenses. These findings may be related 
to the change in consumption and spending patterns 


as people age (Chawla 2005). 


Divorce related to financial insecurity 


Family status is also a factor related to financial secu- 
rity. As opposed to those who never married or are 
widowed, the divorced are the only group to be sig- 
nificantly less likely than couples to say their income is 
sufficient for monthly expenses. Their relatively lower 
reporting of financial security may be associated with 
their overall financial situation. Although all categories 
of individuals not living with a partner were financially 
less well-off than couples, the divorced had the lowest 
median annual income and lowest median net worth’ 
(see Wealth, income and debt indicators). The findings sug- 
gest that marital dissolution by divorce may have a 
long-term negative effect on financial security in re- 
tirement. “Whether divorce interrupts the savings 
process or destroys assets, it is unlikely that most indi- 
viduals will be able to save enough in later life to over- 


come the loss” (Fethke* 1989, p. S121). 


Any level of debt may increase financial 
insecurity 


Overall, 82% of retirees without debt report their 
financial situation to be as expected or better than 
before retirement, whereas only 70% of those with 
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debt report the same outcome. Similarly, 89% of 
debt-free retirees claim that their income is sufficient 
for monthly expenses, compared to 79% ot less for 
those with any level of debt. Also, keeping up with 
bills and other financial commitments is not a prob- 
lem for 89% of debt-free retirees, a figure that falls to 
68% for those with any amount of debt. 


Wealth, income and debt indicators 


The Canadian Financial Capability Survey also collected 
information on the wealth of respondents, although the 
rate of non-response was high (see Data source and defi- 
nitions). This box presents information on the subpopulation 
of retirees with debt. 


Overall, retirees with debt have a median annual house- 
hold income of $42,000, a median net worth of $295,000, 
and a median debt of $19,000 (Table 4). Other indicators 
that help put household debt in perspective include the 
median debt-to-income ratio (D/I ratio) and the median 
debt-to-assets ratio (D/A ratio). The overall D/I for retirees 
is 0.47 and the D/A is 0.07. Households with high D/I ratios 
may have higher debt repayments, relative to income, 
| compared with households with low D/I ratios.2 On the 
other hand, those with low D/A ratios are assumed to be 
more financially secure than those with high ratios. 


Noteworthy findings from the financial indicators table 
include: 


® There are no significant differences in annual income, 
net worth and debt levels by the age and sex of retirees, 
although women have lower D/I and D/A ratios than 
men. 


@ Compared with all other groups, the divorced have the 
lowest annual median income ($28,000) and net worth 
($126,500). 


B Although median income and net worth are roughly the 
same between immigrants and Canadian-born retirees, 
immigrants have significantly higher median debt and 
D/| and D/A ratios. 


m Homeowners have higher debt levels than non-home- 
owners, but their median income and net worth are also 
higher. 


@ Higher household income is associated with higher levels 
of net worth and debt, but lower D/I and D/A ratios. 
Those with annual incomes of less than $25,000 have 
the highest D/I and D/A ratios at 0.58 and 0.16, 
respectively. | 


B As net worth increases so does annual income and me- | 
dian debt, however, only the D/A ratio falls as net 
worth rises. 


B® Those with higher median debt also tend to have higher 
annual incomes and net worth. However, those with 
high debt also have significantly higher D/I and D/A | 
ratios. | 
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Table 4 Financial indicators of retired population age 55 and over with debt 

| el 

| Median 

annual Median Median 

household Median Median debt-to- debt-to- 

| income net worth debt income ratio assets ratio 
bP eka a Re an 2 chy ed as ae ele etl ad So SIS ch ea Ne a 

| 

| $ $ $ 

| Total 42,000 295,000 19,000 0.47 0.07 

| Age 

| 55 to 64 (ref.) 48,000 305,000 20,000£ O53" 0:09® 
65 to 74 40,000 287,000 18,000 0.44 0.06 
75 and over 35,000 F 15,000§ F F 

| Men (ref.) 45,000 310,000 22,000® OFD9 0.09 

| Women 41,000 282,0005 15,000 0:367° 0.06* 

| Level of education 

| Less than high school (ref.) 32,000 125,000§ 13,000£ F 0.11 
High school or some postsecondary 42,000* 287 ,000* § 0.45 0.06*€ 
University degree 55,000* 454,800* 20,000* 0.49 O07" 

| Family status 
Widowed 32,000* F F 0.44€ F 
Divorced 28,000* 126,500* F 0.50 F 

| Never married 33,000*€ 166,500* 10,000* 05385 F 

| In a couple, both retired (ref.) 50,000 360,000 20,000 0.44 0.075 

| Immigrant (ref.) 42,000 295,000§ 35,000& 0.805 0.14 § 

| Canadian-born 42,000 297,000 15,000* 0.40* 0.07* 
Homeowner 50,000* 369,500 24,000* 0.57 0.07 

| Non-owner (ref.) 25,000 F 4,000 F F 
Annual household income 

| Less than $25,000 18,000* F 10,000* 0.58 Oslo" 

| $25,000 to $49,999 (ref.) 35,000 236,000 18,0005 0.49 0.085 

| $50,000 to $74,999 60,000* 470,000* 25,0005 0.425 0.05 
$75,000 or more 100,000* 690,000* F 033° 0.055 

| Not stated Ri E F F: a 

| Debt level 
Less than $5,000 35,000 158,000* 500% 0.04* F 

| $5,000 to $24,999 (ref.) 44,000 285,000 12,000 0.26 0.05 

| $25,000 to $99,999 50,000 369,5005 43,000* 1.00* Oali= 
$100,000 or more 62,000 440,000 170,000* 2.86* 0.26* 

| Net worth (assets minus debts) 

| Less than $75,000 24 ,000* F 8,000* 0.47 0.63* 
$75,000 to $399,999 (ref.) 38,500 207,500 20,000 0.49 0.09 
$400,000 or more 65,000* 704,000* 30,0005 O50 0.04* 

| Not stated 42,000 x 15,000£ F a 

| * significant difference from the reference (ref.) group at the 0.05 level 

| Source: Statistics Canada, Financial Capability Survey, 2009. 

Moreover, all levels of debt appear to significantly of the total amount owing. In other words, it is not 

affect perceptions of financial vulnerability. Debt necessarily the size of debt that has the potential to 

repayment amounts vary depending on repayment strain a monthly budget, but the repayment amount in 
schedules and interest rates, and can be independent relation to other expenses and income. However, even 
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if debt repayments are manageable, the monthly 
financial obligation and outstanding balance may 
increase the perception of financial insecurity. 


Relatively low income and net worth 
reduce sense of financial security 


Retirees with less than $25,000 in annual household 
income are significantly less likely than those with 
higher incomes to give positive responses to the three 
financial security questions. After controls were applied 
for net wealth, having a lower income (whether with 
or without debt) was found to increase the perception 
of financial insecurity. For example, 75% of those with 
a household income of less than $25,000 say their in- 
come is sufficient to cover monthly expenses com- 
pared with 85% of those in the $25,000 to $49,000 
income range. 


Similarly, retirees with a household net worth of 
under $75,000 are not as likely to express a high 
rate of financial security as those with higher levels of 
net worth. 


Conclusion 


Using data from the Canadian Financial Capability 
Survey, this study found that, in 2009, 1 in 3 retired 
individuals age 55 and over, whether single or in a 
couple, held mortgage or consumer debt. Since retire- 
ment usually coincides with a drop in income and an 
increased reliance on savings, debt management is a 
frequently cited component of retirement planning. 


The median amount owing for retirees with debt was 
$19,000. At the high end of the debt scale, 17% owed 
$100,000 or more. The likelihood of holding debt 
decreased with age but increased with household in- 
come and financial knowledge. Individuals with some 
postsecondary education were mote likely to hold debt 
than those with less schooling, while households with 
a high net worth were less likely to have debt. Being 
divorced was a strong correlate of holding debt 
among retirees. 


The majority of retirees report that their finances are 
what they had expected them to be prior to retire- 
ment, that their income is sufficient to cover expenses, 
and that they are able to stay on top of bills and keep 
up with their financial commitments. After controls 
for personal and financial factors were applied, those 
with any level of debt were found to be mote likely to 
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respond negatively to these questions. For example, 
while 9 in 10 retirees without debt reported they had 
no trouble keeping up with bills and other financial 
commitments, 7 in 10 with debt reported this to be 
the case. 


Roughly 1 in 10 retirees was divorced. This group had 
lower positive response rates for all three financial se- 
curity questions, even after controls were applied for 
other factors, including debt. For example, 65% of 
the divorced reported that their financial situation was 
as good as or better than they expected before retire- 
ment, compared with rates of 77% or greater for those 
who were in a couple, were widowed or never mar- 
ried. The substantially lower-than-average income and 
net worth of the divorced coincide with their poorer 
perception of their financial condition. 


Immigrants, as well as those having relatively low in- 
come or net worth, also report lower perceptions of 
financial security. 


The incidence and level of debt among the pre-retired 
population age 55 and over were higher than among 
retirees. Two-thirds of pre-retirees carry mortgage or 
consumer debt with a median value of $40,000. 


® Notes 


1. For example, defined benefit pension coverage fell from 
41% in 1991 to 30% in 2006 (Gougeon 2009). 


2. The vast majority of respondents knew whether they had 
any debt but about 1 in 5 did not know the amount 
owed. These non-response cases were excluded from the 
level of debt calculations (see Data source and definitions). 


3. In fact, 92% of those who owe less than $5,000 report 
having only consumer debt. 


4. Since there were relatively high rates of non-response for 
income and net wealth questions, “not stated” categories 
for these variables were included in the model to 
maintain the maximum sample size. 


5. American research using longitudinal data found that 
remarriage can offset the negative financial impact of 
divorce as newly formed couples begin to rebuild wealth 
(Wilmoth and Koso 2002). In this study, the marital 
history of respondents is unknown. 


6. Net worth “not stated” was also associated with a lower 
probability of debt. 
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7. Although the sample size does not allow for a detailed 
analysis by sex, the results show similar trends for both 
men and women by marital status. 


8. A better indicator of a household’s ability to cover the 
cost of servicing its debt would be the ratio of its 
monthly debt repayment to its disposable income; 
however, these two figures were not collected in the 
survey. 
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The distribution of mortgage 


debt in Canada 


Raj K. Chawla 


any Canadians borrow in order to purchase 

homes or consumer goods or make financial 

investments. Credit can be used to shift day- 
to-day expenses in the short-run. In the long-run, debt 
can smooth consumption over peoples’ life cycle, 
allowing them to invest in education and housing when 
they are young and pay down debt as their earnings 
and equity rise (Modigliani and Brumberg 1954, and 
Friedman 1957). 


However, an overreliance on debt can lead to stress 
and reduced savings. Moreover, if a high debt load is 
combined with other adverse shocks, like the loss of a 
job, household assets may be put at risk. 


It has been widely reported that household 
debt is growing. A number of factors have 
contributed to the increase in household debt: the 
long-term decline in interest 
rates; low and stable inflation; 
housing demand associated with 
the ripple effect of the baby boom 
generation; the growth of two- 
income households; and a “self- 


$ (billions) 

perpetuating cycle” whereby 

increased housing and financial 1,600 
wealth provide collateral for 1,400 
further borrowing (TD Economics 1,200 
2010). 1,000 
This article begins with a look 800 
at recent trends in total debt, 600 
residential mortgages and 400 
consumer debt.' Since mortgage mo 


debt comprises two-thirds 
of household liabilities, this 
atticle focuses primarily on 
providing a more in-depth look at 
homeowners with a mortgage. The 
Survey of Household Spending 


1982 1986 


(SHS) offers a perspective on the distribution of 
mortgage debt that is unavailable in macro-economic 
series. The SHS provides information on the 
characteristics of mortgage-holders, the size of their 
mortgage liability, and spending on other types of 
goods and services. Since the survey concepts have 
remained constant since 1997, changes in characteristics 
and mortgage liability over time are also presented. 


Trends in household debt 


Total household debt is the sum of mortgage debt 
and consumer debt. Consumer debt is not necessarily 
secured by collateral and includes outstanding debt on 
credit cards, bank and other loans, personal and home- 
equity lines of credit, and unpaid bills. In contrast, 
mortgage debt is generally linked to collateral (most 


Chart A_ Trends in consumer, mortgage and total debt 


Total debt 


1990 1994 1998 2002 2006 2010 


a 
Sources: Bank of Canada, CANSIM vectors v36408 (total debt), v122698 (consumer debt) and 
v122736 (mortgage debt), 1982 to 2010. 


Raj K. Chawla is with the Labour Statistics Division. He can be reached at 613-951-6901 or raj.chawla@statcan.ge.ca. 
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often a house). Housing investment 
supported by a mortgage generally 
leads to an increase in net wealth 
through home equity (value minus 
outstanding mortgage debt) that 
contributes to financial security” 
(Brown et al. 2010 and Hou 2010). 


Between 1982 and 2010, mortgage 
debt grew from $99 billion to 
$994 billion (in current dollars), 
while consumer debt increased 
from $48 billion to $460 billion 
(Chart A). Over this period, their 
respective shares of total debt 
remained fairly stable, with 
mortgage debt accounting for two- 
thirds of total household debt. 


Mortgage debt tied to 
price of real estate 


One key factor behind the increase 
in residential mortgages has been 
the rising values of owner- 
occupied homes. The average mar- 
ket value of an owned dwelling 


quadrupled, from $71,800 to 
$303,500 (current dollars) between 
1982 and 2008. Since the amount 
of mortgage taken out on a 
dwelling is tied to its purchase 
price, the average mortgage loan 
more than quadrupled in the same 
period, from $41,200 to$176,200.° 


During the period from 1982 to 
2009, new houses became more 
expensive relative to those on the 
resale market. Lhis\means that 
more mortgage debt, on average, 
was required to buy a new dwelling 
compared to a resale: 38% more 
in 1982; 48% more in 2008; and 
51% more in 2009. Nonetheless, 
the average mortgage approved 
for both types of dwellings 
followed the same pattern, rising 
from $52,000 to $262,000 for 
new dwellings and from $37,700 
to $173,000. for existing "ones 
(Chart B). 


Chart B_ Trends in average mortgages for new and existing 


dwellings 


$ ('000) 
300 


250 


200 


1782. 1985... 1988- — 1991 1994 


Existing units 


1997 ae 2000S 2003 2006 2 2000 


Source: Canada Mortgage and Housing Corporation, CANSIM table 027-0017, 1982 to 2009. 
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Mortgagees and 
mortgage-free 
homeowners 


According to the 2008 Survey of 
Household Spending, there were 
13 million households in Canada, 
of which about 65% owned a 
home (see Data source and definitions). 
Among homeowners, 57% made 
a mortgage payment in 2008 and 
the remaining 43% were mortgage- 
free. The mean age of persons* with 
a mortgage was 45 compared with 
62 for those without a mortgage. 
Hence, on average, mortgagees are 
much younger than mortgage-free 
homeowners. 


Among mortgagees in 2008, 67% 
had purchased their homes in the 
10 previous years, compared with 
71%: in 1997..In other words; 
mortgagees in 1997 were slightly 
more likely to have bought in the 
preceding decade, compared with 
mortgagees in 2008, even though 
matket conditions varied 
considerably between the two 
periods. 


The aging of the population ts 
mirrored in the distribution of 
mortgagees who have been in their 
current homes for less than 10 
yeats.nInbh997si Ze tof-these 
relatively recent purchasers were 
under 45 compared with 64% in 
2008 (Table 1). At the same time, 
the proportion of recent buyers 
from 45 to 64 increased from 26% 
to 33°/— similar to trends noted by 
Hou (2010). 


The average value of a home 
varied across areas with differing 
population sizes and by region 
(Lablé «2).7 dnvateasunvithya 
population of 500,000 or more 
(referred to as large metropolitan 
areas), the mean value of a home 
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Data source and definitions 


a SSS... 


The macroeconomic series relating to household debt is 
based on national accounts data for the household sector, 
which are available via the CANSIM database. Annual data 
compiled by Canada Mortgage and Housing Corporation 
(CMHC) on mortgage loans approved for new and existing 
dwellings are also included. 


The analysis of mortgage-holders (or households who made 
a regular mortgage payment during the survey reference 
year) is drawn from the Survey of Household Spending (SHS) 
conducted by Statistics Canada on an annual basis since 
1997 (previously such data were collected via the Family 
Expenditure Survey, which was conducted periodically at 
the national level). The 2009 SHS collected information on 
components of 2008 expenditures from a sample of 
approximately 9,800 private households in the 10 Canadian 
provinces, representing 13.2 million households. Of these, 
about two-thirds (8.4 million households) were homeowners. 
All financial data presented are in current dollars since the 
amount of debt incurred and paid back is all in current 
dollars, and to provide a glimpse of how prices of homes, 
mortgages, incomes, and expenditures have changed over 
time. 


Household: A person or group of persons occupying one 
dwelling unit. The number of households equals the number 
of occupied dwellings. 


Reference person: The household member being 
interviewed chooses which household member should be 
listed as the reference person after hearing the following 
definition: The household reference person is the member 
of the household mainly responsible for its financial 
maintenance (e.g., pays the rent, mortgage, property taxes 
and utilities). This person can be either male or female. 
When all members of the household share equally, any 
member may be shown as the reference person. This person 
must be a member of the household at the time of the 
interview. 


Pre-tax household income: Sum of incomes before taxes 
and other deductions received during the reference calendar 
year by all members of the household. Sources include 
wages and salaries, net income from self-employment, rental 
and investment income, government transfers (Employment 
Insurance, Child Tax Benefit, Goods and Services Tax credits, 
provincial tax credits, social assistance, Old Age Security, 
Guaranteed Income Supplement, Canada Pension Plan and 
Quebec Pension Plan), private and employer pension plans, 
scholarships, alimony, and child support payments. Income- 
in-kind, windfall gains, capital gains and capital losses are 
excluded from this definition of income. 


Disposable income: Pre-tax income /ess federal and 
provincial income tax /ess premiums/contributions paid on 
components pertaining to security (such as Employment 
Insurance, life insurance, Canada Pension Plan, Quebec 
Pension Plan, and other government and non-government 
work-related pension plans). Contributions to registered 
retirement savings plans and tax-free savings accounts are 
excluded from these deductions. 


Expenditures collected: The SHS includes spending on 
all goods and services received during the 2008 reference 
calendar year. All expenses attributable to an owned 
business are excluded. On the other hand, taxes such as 
the Goods and Services Tax, provincial sales tax, duties, 
and customs and excise on all goods and services purchased 
are included in expenditures. 


Total expenditure: Sum of expenditure on current con- 
sumption of goods and services, federal and provincial 
income tax paid, payments pertaining to security, and gifts 
and contributions made. 


Current consumption (also referred to as total con- 
sumer spending): Includes expenditure on broad com- 
ponents including food, shelter, household operation, 
household furnishings and equipment, clothing, 
transportation, health, personal care, recreation, reading 
material and other printed matter, education, tobacco 
products and alcoholic beverages, and miscellaneous (for 
example, union dues and games of chance). For a detailed 
breakdown of these components and other details about the 
survey, see Statistics Canada (2009). 


Total debt comprises mortgages on owner-occupied homes 
and other real estate, and all secured and unsecured 
consumer debt. 


Mortgage debt is a debt taken under a legal contract 
to purchase a property including a home, vacation home 
and other real estate. It may also be taken by re-mortgaging 
a property to raise funds for other needs. Mortgage debt 
is repaid on legally agreed-upon terms including its 
amortization period, varying or fixed-term interest rates, 
frequency of payments, and any extra payments to pay off 
the principal or penalties for missed payments and other 
foreclosures. 


Consumer debt including other secured and unsecured 
personal loans is debt owed on credit cards issued by 
chartered banks, department stores, oil companies and other 
institutions, loans to purchase vehicles and other goods and 
services, student loans, other secured and unsecured bank 
loans, personal and home-equity lines of credit, loans from 
other finance and payday loan companies, loans for any 
personal unincorporated businesses, and amounts 
outstanding on unpaid bills. 


Mortgage-liability ratio refers to the regular mortgage 
payment (principal and interest) paid by the household dur- 
ing the reference year expressed as a percentage of its 
disposable income in that year. Conceptually, this is similar 
to the concept of debt-to-service ratio (DSR) used in financial 
literature and by institutions like the Bank of Canada. The 
only difference is that the DSR includes the payment for total 
debt rather than for mortgage on the home only. 


Years owned a home or the number of years of residence 
at current dwelling is derived as 2009 minus the year moved 
into that dwelling as reported by a household. 


Saving rate is defined as pre-tax household income less 
its expenditure as a percentage of disposable income. 


Average expenditure (income) per household is 
calculated as the estimated total expenditure (income) of 
all households divided by the estimated number of 
households. A similar approach was used to calculate 
averages by components of expenditure. The denominator 
used is all households including those who may have had 
reported zero values for a given component. 


Mean value of dwelling is the mean of current market 
prices of dwellings as reported by home-owning households 
in the 2008 SHS. In other words, it is the aggregate value 
of dwellings owned in current market prices divided by the 
estimated number of homeowners. 
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Table 1 
selected characteristics 


Profile of homeowners who made a mortgage payment by years of residence' and 


| SRE VS RS RA TER SA aS FTE TAT TS ES ET I SR TS EL RL I SSE ES SS SRS I SS 


1997 2008 
Households Households 
owning a owning a 
home less home less 
Under 10 10 years than 10 Under 10 10 years than 10 
years or more Total years years or more Total years 
% 
Total 100.0 100.0 100.0 70.8 100.0 100.0 100.0 67.2 
Age 
Under 45 (251 36.1 61.6 82.9 64.0 24.2 50.9 84.4 
45 to 64 25.6 spay) 34.3 B29 32:6 65.6 43.4 50.4 
65 or more 203 8.6 4.) F 34 10.2 5.6 F 
Area of residence 
Metropolitan 
Population 500,000 or more B10) 74 44.3 48.5 73.4 123 44.9 49.2 70.0 
Population 100,000 to 499,999 19 20.2 18.6 68.3 17.0 22.4 18.8 60.9 
Other 16.1 14.5 15.6 224 127, Wwe 19.1 69.2 
Rural iS ZO Teo 64.6 Tiles 14.8 129 62.3 
Region 
Atlantic 6.3 10.4 hes 59:7 6.6 P22 eS aD 
Quebec 20.6 27.4 22.6 64.7 ZN, 22.8 2RO 66.0 
Ontario Soe/ oy 39.0 TOA 38.7 39.5 39.0 66.7 
Prairies 18.2 13.8 16.9 One 18.9 Tory 18.3 Oo, 
British Columbia eZ ies 14.1 76.6 14.] ilel (2: jlesic: 73 
Sample size 4,013 1,769 Sy/O2 DSSS 1,262 3,595 
Number of households (‘000) DUS Wales 3,893 332 1,620 4,932 


1. Years of residence at a dwelling owned at the time of the survey. 


Source: Statistics Canada, Survey of Household Spending, 1997 and 2008. 


was $358,000 compared with $289,900 in areas with a 
population between 100,000 and 499,999 (small 
metropolitan areas). On a regional basis, the average 
dwelling value of mortgage-holders in British 
Columbia was $458,900 in 2008, compared with 
$320,600 in Ontario.°® 


Generally speaking, the average value of a home was 
also higher for mortgagees who bought between 1999 
and 2008, compared with those who bought in 1998 
or earlier. The exception was in British Columbia. 


Mortgage liability varies by age, area of 
residence and region 


Although the Survey of Household Spending does not 
provide data on outstanding mortgage debt, 
information is available on mortgage payments. Mort- 
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gage payments can vary according to the amount fi- 
nanced, interest rate and amortization period. 


Since housing prices are generally higher in 
metropolitan areas with a population of at least 
500,000, households living in large metropolitan areas 
made higher mortgage payments. Among households 
who still had a mortgage, payments averaged $14,400 
in large metropolitan areas in 2008, compared with 
$9,800 for those living in rural areas (Table 2). On a 
regional level, British Columbians had the highest 
mortgage payments ($14,900), followed closely by 
Ontarians ($14,200). Mortgage-holders in the Atlantic 
region, on average, had the lowest payments ($8,700). 


More recent home buyers had higher mortgage 
payments than those with longer tenure. Mortgage 
payments averaged $13,400 among those who had 
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been in their homes less than 10 years, compared with 
$10,800 for those who bought before 1999.’ 
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ing average mortgage payments by average dispos- 
able income. On average, households with a mort- 


gage paid 17 cents of each income dollar on mortgage 


Mott t ied | 
OF gage paymen S) Wa bie ESs across age groups. payments in 2008. 


Younget mortgagees made somewhat higher 
payments than their older counterparts. Mortgage 
holders under age 45 paid $13,200 on average, com- 
pared with $12,200 among those from 45 to 64. How- 
ever, as noted earlier, there is a much higher percentage 
of mortgage-free homeowners in the over-45 group. 


Homeowners who purchased their homes between 
1999 and 2008 spent a higher proportion of their 
disposable income on mortgage payments than those 
who purchased before 1999—18 cents of every dollar 
compared with 15 cents. Again, households with a 
reference person under 45, and those living in large 
metropolitan areas paid a larger proportion of their 
disposable income on mortgages compared with other 
groups. On a regional level, households in British 
Columbia paid 20 cents of every dollar on mortgage 
payments compared with 18 cents in Ontario and 14 
cents in the Atlantic region. 


Since mortgage payments alone provide little indica- 
tion of the financial burden imposed by a mortgage, 
they must be related to disposable income (i.e., income 
after federal and provincial income taxes and other 
social security deductions like contributions, for 
example, toward Canada Pension Plan, Quebec Pen- 
sion Plan, Employment Insurance, and pensions). Such 
a ‘mortgage-liability ratio” can be calculated by divid- 


Table 2 Mean value of dwelling, mortgage payment and disposable income of homeowners 
with a mortgage by years owning a home and selected characteristics 


Mean value of dwelling Mean mortgage payment Mean disposable income 


Under 10 10 years Under 10 10 years Under 10 10 years 
years or more Total years or more Total years or more Total 
$ 
Total 309,000 292,800 303,700 13,400 10,800 12,500 73,800 72,600 73,400 
Age 
Under 45 302,200 268,900 297,000 13,500 11,500 13,200 72,200 79,400 73,300 
45 to 64 330,000 299,800 315,000 13,500 10,900 12,200 79,500 73,800 76,700 
65 or more F 304,000 275,700 E 8,200 8,300 F 48,700 48,600 
Area of residence 
Metropolitan 
Population 500,000 
or more 358,000 358,000 358,000 15,500 11,800 14,400 79,700 79,800 79,700 
Population 100,000 
to 499,999 306,400 264,200 289,900 12,900 11,500 12,400 74,800 73,700 74,400 
Other 226,800 227,500 227,000 10,200 8,600 9,700 66,600 62,400 65,300 
Rural 237,700 217,000 229,900 10,100 9,200 9,800 59,000 61,300 59,900 
Region 
Atlantic 180,000 155,500 170,100 9,400 7,800 8,700 61,400 58,200 60,100 
Quebec 220,800 213,800 218,400 10,100 8,500 9,600 62,900 60,600 62,100 
Ontario 324,500 312,700 320,600 15,100 12,300 14,200 78,200 78,400 78,300 
Prairies 318,100 298,600 312,200 13,400 10,000 12,400 81,900 78,600 80,900 
British Columbia 450,100 480,700 458,900 15,400 13,600 14,900 73,400 79,300 75,100 


Source: Statistics Canada, Survey of Household Spending, 2008. 
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Table 3 Distribution of homeowners by size of mortgage payment relative to disposable 
income and selected characteristics 


Home- Mortgage-liability ratio Home- 
All owners —_—_——— owners 
home- without a Under 10% to 20% or with a 
owners mortgage 10% 19% more Total mortgage 
% 
Sample size 6,840 3,245 820 1,614 1,158 Ba9o oe 
Estimated number of households (‘000) 8,601 3,669 945 2,109 1,872 4,932 57in3 
% 
Distribution of households 100.0 100.0 100.0 100.0 100.0 100.0 sas 
Age of reference person 
Under 45 SNS) 10.3 46.1 47.6 DEA 50.9 86.9 
45 to 64 45.1 47.3 48.2 46.8 eVhe. 43.4 Se: 
65 and over 2S 42.4 Sy Sd Sy6) SyxX6) [st 
Number of years dwelling owned 
Under 10 47.1 20.2 6lkS 61.6 76.2 67.2 81.7 
10 or more SDS 79.8 38.5 38.4 23.8 32.8 35.6 
Area of residence 
Metropolitan 
Population 500,000 or more 46.7 43.4 SS 47.6 56.0 49.2 60.4 
Population 100,000 to 499,999 18.3 WeZ 20.4 19.6 17.0 18.8 58.7 
Other 19.1 19.0 26.0 19:3 15.6 11 BYES 
Rural 15.8 9.8 14.3 13:5 WIE4 2 46.6 
Region 
Atlantic 8.3 URS) 10.6 8.4 4.9 eo 51.4 
Quebec 209, Zine 24.3 2523 17a Ym) SWi7/ 
Ontario 345 35.6 33.0 36.5 44.9 39.0 Be) S 
Prairies lees 18.3 22.0 18.9 WSn7/ 18.3 Syus\ 
British Columbia 14.0 14.9 10.1 10.9 Z-4 ok 54.5 
Overall mean 
Age of reference person (years) Den 61.8 45.7 45.7 44.1 45.1 
Years dwelling owned 14.8 23.0 Ppt 9.6 7.6 8.7 
Value of dwelling ($) 303,500 303,400 263,500 297,700 330,500 303,700 
Mortgage payment ($) a “te 6,300 11,400 17,000 12,500 
Mean years dwelling owned by age years 
Under 45 6.3 11.6 oars 6.0 4.9 35 
45 to 64 15:6 20.5 tala wal 10.8 TES 
65 or more 26.7 28.6 14.9 18.0 13.6 IS 
Mean value of dwelling by age $ 
Under 45 300,900 326,700 237,000 301,900 316,300 297,000 
45 to 64 319,700 325,400 291,500 296,000 358,000 315,000 
65 or more 273,500 273,100 240,800 277,200 292,000 275,700 
Mean mortgage payment by age 
Under 45 ee B. 6,100 11,800 17,400 13,200 
45 to 64 ee ae 6,800 11,300 17,100 12,200 
65 or more one os 3,500 7,900 11,200 8,300 


Note: Mortgage-liability ratio is mortgage payment expressed as a percentage of disposable income. 
Source: Statistics Canada, Survey of Household Spending, 2008. 
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The distribution by size of mortgage liability provides 
further information on those with relatively high mort- 
gage burdens. Three groups are defined: those who 
spent 20% or more of their disposable income on 
mortgage payments; those who spent between 10% 
and 19%; and those who spent less than 10%. Overall, 
38% of homeowners paid 20% or more of their dis- 
posable income on mortgage payments in 2008; 43% 
paid 10% to 19%; and the remaining 19% paid less 
than 10% (Table 3). 


Life-cycle theory suggests that mortgage liability should 
drop as the number of years in the residence increases 
ot as the homeowner ages. Moreover, disposable 
income is higher among prime-age households than 
younger households. These patterns are evident in the 
data—households who spent 20% or more of their 
disposable income were more likely to be under 
45 (57%, as opposed to 46%, among those who spent 
less than 10%) and more likely to have bought in the 
past 10 years (76%, as opposed to 62%, among those 
who spent less than 10%). 


Households living in large or small metropolitan areas 
and households in Ontario and British Columbia were 
also more likely to have higher mortgage-liability 
ratios. Of all households with a high mortgage liability 
(20% or more), 62% were living in these two provinces 
compared with 51% of all homeowners. These 
households made average mortgage payments of 
$17,000 compared with $6,300 for those who paid 
less than 10% of their income on mortgage payments. 
In other words, homeowners with a high mortgage 
liability paid $900 more per month than those with a 
lower liability. 


Changes in mortgage-liability ratio 


The recent increase in mortgage debt translated into a 
larger share of households paying more than 20% of 
their disposable income on mortgages in 2008 than in 
2001. The proportion paying more than this threshold 
increased from 32% in 2001 to 38% in 2008, while 
the proportion paying from 10% to 19% declined 
(Table 4). However, the proportion of households 
who spent 20% or more of their income on mortgages 
was 40% in 1997— the beginning of the recent increase 
in prices. So the burden of mortgage payments in 2008 
remained within recent norms. 


The distribution of mortgage debt in Canada 


Still, trends may vary across age groups. The propor- 
tion in the two youngest age groups putting 20% or 
more of their income toward a mortgage increased 
matkedly between 2001 and 2008. However, 2001 
represented a low point for both the under-35 group 
and 35-to-44 group such that the 2008 proportions 
with relatively high mortgage liabilities were similar to 
those experienced by their counterparts in the late 
1990s. 


This contrasts with the trend among older age groups. 
The proportion of mortgagees from 45 to 54 
spending at least 20% of their disposable income on 
mortgage payments remained relatively stable over the 


Table 4 Distribution of households with a 
mortgage by size of mortgage 
liability and age, selected years 


Mortgage-liability ratio 


Under 10% to 20% or 
10% 19% more Total 
% 

All households 
1997 WW28 42.3 39.8 100.0 
2001 18.7 49.8 Silko 100.0 
2008 18.7 43.2 38.1 100.0 
Under 35 
1997 15.4 41.9 42.8 100.0 
2001 19.4 47.9 So 2m, 100.0 
2008 20.2 SARS 45.3 100.0 
35 to 44 
1997 VAw, 43.3 42.0 100.0 
2001 16.8 51.0 Cal 100.0 
2008 522 43.8 41.1 100.0 
45 to 54 
1997 22 43.2 34.7 100.0 
2001 20.8 Biles 27.9 100.0 
2008 Dies 48.7 29.8 100.0 
55 to 64 
1997 21.8 BI) 7/ Sor 100.0 
2001 72) 525 Sile4 100.0 
2008 19.6 AWD 8 38.2 100.0 


Note: Respective sample sizes were too small to show reliable 
distributions for households 65 and over. 
Mortgage-liability ratio is mortgage payment expressed as a 
percentage of disposable income. 
Sources: Statistics Canada, Survey of Household Spending, 1997, 
2001 and 2008. 
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2000s at a level that was lower than in the late 1990s. 
Among mortgagees in the pre-retirement age group 
(55 to 64) in 2008, 38% had a higher mortgage liability 
and 20% a lower liability—the remaining 42% spent 
between 10% and 19% of their income on mortgage 


payments. 


Spending differs among those with a 


higher mortgage-liability ratio 


For a given dollar of disposable income, those without 
a mortgage spent 81 cents on consumption of goods 
and services, 4 cents on gifts and contributions and 
saved the remaining 15 cents (Table 5). The 
cotresponding shares for households with a mortgage 
were 94 cents, 2 cents and 4 cents, respectively.” 
Households without a mortgage spent relatively more 


on gifts and contributions and saved more. They also 
spent relatively more on food and out-of-pocket 
health expenses. Of course, the key difference between 
the two groups is shelter, as households with a 
mortgage spent 2.6 times more on housing-related 
costs than their counterparts without a mortgage. 
When mortgage payments were excluded, both 
groups spent almost the same amount on other shelter- 
related expenses (e.g., property taxes, utilities and 
repairs/renovations). This reflects the nearly equal 
average value of their homes: $304,000 for those with 
a mortgage, $303,000 for those without. 


Households spending 20% or more of their disposable 
income on mortgage payments had different spending 
patterns than those with a lower mortgage-liability 
ratio. For every dollar of their disposable income, they 


Table 5 Mean disposable income and its disbursement by component of current consumption 
of homeowners and by size of mortgage liability 


All 

home- 

owners 

Disposable income 66,600 
Food WAX 
Shelter 24.6 
Household operation 58) 
Household furnishings and equipment 3.6 
Clothing ANG, 
Transportation WAC 
Health 3.6 
Personal care 2.0 
Recreation 7.4 
Reading material and other printed matter 0.5 
Education De 
Tobacco products and alcoholic beverages Dee 
Miscellaneous 2.4 
Total consumption 89.5 
Gifts and contributions 2.9 
Savings (pre-tax income less expenditure) 7.6 
Disposable income 100.0 
Sample size 6,840 
Number of households (‘000) 8,601 


Home- 
owners 
without a 
mortgage 


57,000 


— a | 


NN DP ONNANA WORD 
NWONNHOONNANO SF 


Mortgage-liability ratio Home- 
owners 
Under 10% to 20% or with a 

10% 19% more mortgage 
$ 
96,200 76,800 59,200 73,700 
disbursement of disposable income (%) 
10.0 12.4 13.4 122) 
20.0 26.8 43.6 3032 
5.5 Shy) 6.7 6.0 
39 3:6 a9 Sef, 
4.9 5.0 Dee Set 
16.9 idge3 18.3 17.6 
Doh 3.1 SZ 3.0 
129. 2.0 2 2.0 
Tad. 7.4 733 7.4 
0.4 0.4 0.4 0.4 
1:9. 2 2.4 232 
22 2.4 Pins PIES 
Pas: 2.0 oa BZ 
80.1 90.8 VAS] 94.4 
2 138 19 231 
Wie? 763) -13.0 Sa 
100.0 100.0 100.0 100.0 
820 1,614 1,158 3/595 
945 2,109 1,872 4,932 


Note: Mortgage-liability ratio is mortgage payment expressed as a percentage of disposable income. 
Source: Statistics Canada, Survey of Household Spending, 2008. 
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spent 44 cents on housing, followed by transportation 
(18 cents) and food (13 cents). Overall, expenditures 
exceeded their disposable income by 13%. Among 
those spending less than 10% on mortgage payments, 
20 cents of every dollar were spent on housing, 17 
cents on transportation, and 10 cents on food. These 
households also saved 17% of their disposable income. 
Thus households with a high mortgage-liability ratio 
allocate more money to overall consumption and less 
to savings. However, since there is an investment com- 
ponent to mortgage payments, in most cases they lead 
to increased wealth and lower housing costs as the 
mortgage is paid off. 


Summary 


The indebtedness of Canadian households increased 
from $147 billion in 1982 to $1,454 billion by 2010— 
in current dollars. Two-thirds of the increase between 
1982 and 2010 occurred between 1999 and 2010—a 
period characterized by relatively low interest and 
inflation rates. Residential mortgages accounted for 
two-thirds of overall household debt, with consumer 
debt accounting for the other third. The split of total 
household debt along these two key components 
remained stable over this period. 


Mortgage debt increased in lock step with housing 
prices. The average price of a dwelling rose from 
$71,800 in 1982 to $303,500 in 2008, while the aver- 
age mortgage per dwelling increased similarly from 


$41,200 to $176,200. 


Mortgagees are younger and more likely to be recent 
home purchasers than mortgage-free households. 
Recent purchasers also tend to have higher mortgage 
payments than those who have been in their homes 
longer. Payments are higher, on average, in large 
metropolitan regions than smaller centres. On a 
regional level, British Columbia and Ontario 
mortgage-holders have the highest average payments. 


This article examined the financial burden of 
homeowners by calculating mortgage payments as a 
proportion of disposable income, referred to as the 
mortgage-liability ratio. Although debt liability 
increased over the 2000s, mortgage debt was also rela- 
tively high at the end of the 1990s. However, the pro- 
portion of households spending at least 20% of their 
disposable income on mortgages increased faster 
among younger households in recent years. 
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The distribution of mortgage debt in Canada 


Households with a larger mortgage-liability ratio— 
spending 20% or more of their disposable income on 
a moftgage—spent more on housing and saved less 
than households who spent less than 10% of their dis- 
posable income on mortgage payments. This group 
was mainly comprised of younger households and 
recent purchasers, who typically make larger mortgage 
payments at this point in their life cycle. 


H Notes 


1. Unless otherwise stated, all financial numbers are 
expressed in current dollars as financial transactions that 
relate to borrowing and repayments are made in current 
dollars. The interest charged on borrowed funds (1.e., the 
cost of borrowing) is designed not only to protect the 
loss of purchasing power of funds, but also to cover the 
lender’s cost of capital, service charges and profit intake. 


2. Home equity provides ongoing consumption of housing 
services equivalent to the rental value of the home after 
adjustments for other costs of ownership are made 
(primarily property taxes and utilities that would normally 
be included in rent payments). 


3. These numbers ate based on CMHC data on loan 
approvals, which are available via CANSIM (Table 027- 
0017). 


4. Inthe Survey of Household Spending, a reference person 
for the household is defined as the household person 
who is primarily responsible for household finances (see 
Data source and definitions). The age of the reference person 
should therefore be representative of the homeowner(s). 


5. The value of the home is estimated by the reference 
person. 


6. The differences discussed above were statistically 
significant at the 5% level. 


7. The difference between these two groups was statistically 
significant at the 5% level. 


8. The mortgage-liability ratio differs from the debt-service 
ratio published by the Bank of Canada, which divides all 
consumer and mortgage debt payments by disposable 
income. Families are considered financially vulnerable if 
they spend at least 40% of their disposable income on 
debt payments (Faruqui 2008). It also differs from 
Canada Mortgage and Housing Corporation’s shelter 
cost-to-income ratio, which divides all shelter costs by 
pre-tax income. Affordable housing costs less than 30% 
of pre-tax income. 
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9. Note that owner-occupied housing may also be treated 
as an asset that produces rent-equivalent income. See, for 
example, Brown et al. (2010). 
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Measuring voluntary 


interhousehold 
transfers in Canada 


Jackson Chung 


or the most part, those who live together in 

households provide for their own well-being. 

However, there are some situations in which 
people in one household monetarily support people 
in other households. Such situations would include 
parents supporting students who are away at school, 
immigrants sending money to family members in their 
home countries or someone helping out a friend who 
has fallen on hard times. Each of these examples rep- 
resents an interhousehold transfer. 


Interhousehold transfers are a flow of economic 
resources between households. They are money, 
goods or services that a household sends to other 
households with the intention of supporting the re- 
cipients’ current consumption, without an expectation 
of repayment. As a result, the recipients’ economic well- 
being is improved by the additional economic 
resources from the donor. 


Data indicate that the overall magnitude of 
interhousehold transfers is similar to social assistance 
and about double the level of alimony and other 
court-ordered payments.’ Despite their size and 
potential impact on the economic well-being of Cana- 
dian households, few studies have been published on 
interhousehold transfers and those published have con- 
centrated on immigrant remittances abroad (Houle 
and Schellenberg 2008). 


This article discusses the concepts and measurement 
issues related to voluntary interhousehold transfers in 
Canada (see Data sources and definitions). It starts by 
examining the conceptual issues of such transfers. It 
then estimates the size of and recent trends in 
interhousehold transfers in Canada, followed by an 
analysis of the relationship between the value of 
interhousehold transfers and total household income. 
A summary and discussion of the results completes 
the article. 


Defining interhousehold transfers 


Despite efforts to integrate transfers into a compre- 
hensive framework of household income (Canberra 
Group 2001), no standard, internationally recognized 
measure of interhousehold transfers currently exists. 
Transfers thus remain one of the most difficult aspects 
of measuring household income. What should or 
should not be included in the definition of income 
involves judgments about various aspects of the trans- 
fers. While some statistical agencies like Eurostat 
(Eurostat 2007) and the Australian Bureau of Statistics 
(Australian Bureau of Statistics 2006) closely follow 
the Canberra Group’s recommendations, others adapt 
them to suit their own needs. This is perhaps not 
surprising given the number of concepts involved in 
defining interhousehold transfers. 


Efforts to define interhousehold transfers must take a 
number of factors about the donor household, recipi- 
ent household and nature of the transfers into account. 
The specific aspects to be addressed include whether 
the transfers are regular or irregular, voluntary or 
involuntary; whether they are between family mem- 
bers or others; whether they cross international 
boundaries or should be deducted from the donor’s 
disposable income; and whether they should include 
in-kind (non-monetary) transfers, loans or repayments. 


Loans and repayments 


One of the defining characteristics of an interhousehold 
transfer is that it is given with no expectation of repay- 
ment. The International Conference of Labour Statis- 
ticians thus recommends that loan repayments 
be excluded from the definition of interhousehold 
transfers. The assumption is that a loan and subsequent 
repayment would result in no net transfer from one 
household to another (International Labour Organi- 
zation 2004). 


LSE... sé. acca, 
Jackson Chung is with the Income Statistics Division. He can be reached at 613-951-4005 or jackson.chung@statcan.ge.ca. 
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Data sources and definitions 


Three separate Statistics Canada surveys—the Survey of 
Labour and Income Dynamics (SLID), the Survey of House- 
hold Spending (SHS) and the Survey of Financial Security 
(SFS)—measure voluntary interhousehold transfers, each 
survey measuring them somewhat differently. 


SLID is carried out in the 10 provinces annually, and 70,000 
individuals or from 26,000 to 28,000 households responded 
in. a particular year. The questions on voluntary 
interhousehold transfers were introduced in 2006.3 In SLID 
they are defined as the amount of money sent or received 
by family members not living in the respondent’s household, 
plus regular bill payments paid on the recipient’s behalf. 
From 2006 to 2008, between 791,000 and 880,000 house- 
holds received voluntary interhousehold transfers, and 
between 1.4 million and 1.6 million households sent them 
in a particular year.4 


The SHS collects data on annual household spending. It is 
carried out in all 10 provinces each year and in the 3 ter- 
ritories every second year. The number of households that 
responded varied from 13,900 to 17,200 between 1997 and 
2007.° The question on voluntary interhousehold transfers 
was not asked separately before 1998,° and it is not pos- 
sible to identify the amount received with the SHS. A 
voluntary interhousehold transfer in the SHS is defined as 
a gift of money sent to any non-household member. From 
1998 to 2008, between 3.6 million and 5.4 million house- 
holds sent these transfers in a particular year.’ SHS data 
make it possible for this paper to examine the trend of vol- 
untary interhousehold transfers sent by Canadian house- 
holds in the last 11 years. They also allow for the 
examination of the concept, definition and scope of such 
transfers, and their comparison with those in SLID and the 
SES: 


The SFS collects information on the net worth (wealth) of 
Canadian families, including assets, debts, employment, 
income and education. It is an occasional cross-sectional 
survey, most recently conducted in 2005,° carried out in all 
10 provinces, with approximately 5,300 economic families 
responding in 2005. The 2005 SFS asked questions on the 
amount of voluntary interhousehold transfers, and restricted 
the scope of senders and recipients to family members. 
According to that definition, 839,000 households received 
voluntary transfers in 2005, while 1.8 million households 
sent such transfers. SFS data allow for the examination of 
the relationship between the amounts of voluntary 
interhousehold transfers sent and received, and the net 
worth of economic families. 


The purpose of each survey is different, therefore the 
information collected on interhousehold transfers also var- 
ies. For example, SHS data are a primary source of input 
for the Consumer Price Index while SLID is primarily con- 
cerned with household economic well-being. As such, the 
SHS requires detailed reporting of expenditure items (in- 
cluding transfers), while SLID respondents may give a best 
estimate. 


| | eR SR BSG EES SE LY EE LE EES STEEP ELE IE EL EE AOL EET SEEN I TIN LIE SE ELIE I IT ELIMI ELE LILLIE ELIE LE EL TILE LE LEE LL, OTE ERED 


Wording differences across surveys also contribute to dif- 
fering estimates. The SHS measures ‘money gifts’ and the 
transfers have no usage restrictions, SLID measures money 
sent or received plus the regular payments paid on the 
recipient’s behalf, and the SFS measures the money sent 
to support the living expenses of the recipients. 


The surveys also define the scope of voluntary 
interhousehold transfers differently. While the SHS requires 
that respondents state the amount of money gifts sent to 
people who are not household members, SLID and the SFS 
measure the amount of money sent to or received from 
family members not living with the respondents. Thus SLID 
and the SFS exclude a greater portion of voluntary 
interhousehold transfers beyond the family relationship than 
the SHS does. A summary of interhousehold transfer infor- 
mation collected by each survey can be found in Table 5. 


In terms of the number of donors that sent voluntary 
interhousehold transfers, the SHS has about three times as 
many households as SLID and the SFS, while total dollars 
sent are in the same order of magnitude for all three surveys 
(Table 1). With regard to recipients, SLID and the SFS have 
similar numbers of households receiving voluntary 
interhousehold transfers, but the total amounts received by 
households in SLID are twice those in the SFS. 


Table 1 Households that sent and received 
voluntary interhousehold transfers, 


and dollar amounts of the transfers 


SHS SLID SES 
2008 2008 2005! 
‘000 
Households sent voluntary 
interhousehold transfers 5,362 1,647 Lee 
Households received voluntary 
interhousehold transfers 880 839 
Total amount sent by Canadian $ (millions) 
households 10,390 10,859 So 
Total amount received by 
Canadian households 8,526 4,045 


1. SFS figures are for economic families (household-level figures 
are not available). 
Sources: Statistics Canada, Survey of Labour and Income Dynamics 
(SLID), 2008; Survey of Household Spending (SHS), 2008; 
and Survey of Financial Security (SFS), 2005. 
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Data sources and definitions (concluded) 


A distributional analysis indicates that the SHS is likely 
better at identifying smaller transfers than the other sur- 
veys. The median interhousehold transfer sent is $2,200 in 
SLID, $2,000 in the SFS and $500 in the SHS (Chart A). In 
the SHS, 40% reported sending voluntary interhousehold 
transfers compared to less than 15% for SLID and SFS 
respondents. However, the top 10% sent similar donations 
in all three surveys. 


All three curves also show that most dollar amounts for 
voluntary interhousehold transfers are sent by a small per- 
centage of households—less than 5% of all households sent 
over $5,000 in the reference year. This means the total 
dollar estimates for such transfers are disproportionately 
affected by a small number of households. It is possible that 
some of these households could be misreporting inherit- 
ances and bequests as current transfers rather than capi- 
tal transfers. A maximum limit of $200,000 is set for 
interhousehold transfers in the SLID questionnaire. Mean- 
while, no such limitation exists in the SHS or the SFS. 


Chart A Average monetary value of voluntary 
interhousehold transfers sent, by 
household percentile 


Household percentile 


Note: Before the 60th percentile, the average amount was zero. 
All households are sorted by the amount of voluntary 
interhousehold transfers sent in the reference year, with 
households at the 100th percentile giving the largest amount. 
Sources: Statistics Canada, Survey of Labour and Income Dynamics 
(SLID), 2008; Survey of Household Spending (SHS), 2008; 
and Survey of Financial Security (SFS), 2005. 


Regular versus irregular 


This characteristic of a transfer relates to a recipient’s 
likely use of the funds. If the funds are spent on goods 
and services for immediate or near-term use, they are 
considered an addition to income. If they are saved or 
invested in capital, they are an addition to wealth. The 
Canberra Group suggests that current transfers should 
be amounts that are comparatively small, often made 
regularly and relied upon by the recipients (Canberra 
Group 2001). Meanwhile large, unexpected and one- 
time transfers are considered capital transfers since the 
money is more likely to be saved than spent. How- 
ever, it can be argued that some irregular or large trans- 
fers conform to the definition of current transfer, as 
long as the funds are used for final consumption in the 
same petiod. For example, households can provide 
occasional financial support to non-household mem- 
bers in need, like the temporarily unemployed. Thus it 
is very difficult in practice to use rules of thumb on 
the regularity and amount of transfers to determine 
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whether they are capital or wealth transfers. It would 
be preferable to ask respondents directly whether the 
transfer was used for current consumption. 


Voluntary versus involuntary 


In this article, a voluntary interhousehold transfer is 
defined as not legally enforced, direct cash payments 
between households. The amount of interhousehold 
transfers sent by donors is not deducted from 
donors’ income in the analysis of economic well- 
being and household income. This paper’s analysis is 
limited by the lack of a data source that combines 
detailed information on consumption and the amount 
of interhousehold transfers received, and no data exist 
on interhousehold transfers received from non-family 
members. 


While some interhousehold transfers are mandatory— 
that is, the result of a legally binding agreement— 
others are voluntary. For survey purposes, the Can- 
berra Group suggests that legally binding 
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interhousehold transfers, for example alimony and 
child support payments, should be considered regular 
and predictable, as there are legal consequences to 
senders who fail to remit these payments. In compari- 
son, voluntary interhousehold transfers can be regular 
or irregular, subject to whether the interhousehold 
transfers are made regularly and can be relied upon by 
the recipients (Canberra Group 2001). 


To track involuntary transfers, like alimony and child 
support payments by court order or written agree- 
ment, Statistics Canada has been using tax data, and 
the receipt of these transfers has been accounted for in 
the recipient’s total income. In addition, several stud- 
ies have investigated the payment characteristics of ali- 
mony and child support, and how recipients have 
benefited from these payments (Galarneau 1992 and 
Robinson 2009). However, the vo/untary transfers peo- 
ple receive were not measured until questions on 
interhousehold transfers were introduced in the Sur- 
vey of Labour and Income Dynamics (SLID) in 2006. 


Family member versus any person 


One would expect that most interhousehold transfers 
are received by donors’ family members, and some 
Statistics Canada surveys only ask questions on 
interhousehold transfers between family members. 
However, non-family members would also benefit 
from interhousehold transfers with an increased abil- 
ity to consume. Thus a comprehensive survey instru- 
ment would include interhousehold transfers not only 
between family members, but also between any per- 
sons not living with the respondent. 


Inside country versus outside country 


Some households send interhousehold transfers to 
relatives outside Canada. Since these transfers repre- 
sent a significant source of foreign revenue in devel- 
oping countries, tracking remittances is essential in 
otder to understand the macro-economies of these 
countries (Houle and Schellenberg 2008). 


Chart B_ Total dollars received by households from voluntary interhousehold transfers, court- 
ordered alimony and child support payments, and major government transfers, 2008 


$ (billions) 


16 
14 Some major government transfers provided 
—J by the federal and provincial governments 


\ 
Total income received by ex-spouses 


[_] from court-ordered alimony and child 
8 support payments 


10 
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Universal Goods and Court-ordered 
child care services alimony and 
benefit’ tax credit! child support 
payments! 


Child tax 
benefit 
or credit! 


aS Total receipts from voluntary 


interhousehold transfers 


Voluntary Social Employment 
interhousehold assistance’ insurance 
transfers” benefits! 


1. Included in the definition of total income at Statistics Canada. 


2. SLID started collecting data on voluntary interhousehold transfers in 2006. Currently not regarded as part of total income at Statistics Canada. 
Source: Statistics Canada, Survey of Labour and Income Dynamics (SLID), 2008. 
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Deduction of interhousehold transfers 
from donor’s disposable income 


There are at least three alternate views on how the 
deduction of interhousehold transfers from a donot’s 
disposable income should be treated. First, to avoid 
double-counting at the aggregate level, the Canberra 
Group recommends that that the donor deduct the 
transfer from his or her disposable income (Canberra 
Group 2001). Alternately, Becker (1974) suggests that 
the relevant characteristics of a person’s social envi- 
ronment,’ like the welfare of a family member, can be 
important to an individual’s utility function, and, to 
some extent, his or her economic well-being. From 
this viewpoint, sending interhousehold transfers to 
improve the economic well-being of a recipient can 
provide a positive utility to the donor. Therefore, not 
deducting the amount of interhousehold transfers 
from the donor’s disposable income might be sug- 
gested, since it provides the same utility to the donor 
as would other spending. A third opinion differenti- 
ates between compulsory and voluntary transfers, and 
recommends only deducting the amount of 
interhousehold transfers with a compulsory or quasi- 
compulsory nature. This was adopted in a resolution 
of the Seventeenth International Conference of Labour 
Statisticians (International Labour Organization 2004). 
However, what qualifies as a quasi-compulsory 
interhousehold transfer remains subject to debate. 


In-kind payments and expenditure 
transfers 


In-kind payments in the form of gifts and services 
provide economic benefits to recipients and, in theory, 
should be included as income. Unlike monetary trans- 
fers, there is no consistent and accurate method of 
valuation for measuring in-kind payments. The Seven- 
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teenth International Conference of Labour Statisticians 
suggests that most operational definitions of income 
exclude such transfers until widely accepted methods 
for valuing them are available (International Labour 
Organization 2004). Currently, most in-kind payments 
are excluded from Statistics Canada surveys. 


Size and trend of transfers 


In 2008, Canadian households received $8.5 billion in 
voluntary interhousehold transfers from other house- 
holds (Chart B). This is twice the dollar amount of 
court-ordered alimony and child support payments 
received by Canadian households. It is also compara- 
ble in size to major government social programs, like 
social assistance and child tax benefits. 


Both the number and proportion of households that 
sent transfers increased between 1998 and 2008 
(Table 2). The number of households that sent volun- 
tary interhousehold transfers increased by 51% from 
3.6 million households in 1998 to 5.4 million house- 
holds in 2008. The proportion of households that sent 
transfers increased from 31% to 41% in the same 
period.” 


Although year-to-year changes are quite volatile,'® the 
total amount of interhousehold transfers trended 
upwards from 1998 to 2008 (Chart C). After adjust- 
ments were made for inflation, Canadian households 
were found to have sent 46% more in voluntary 
interhousehold transfers in 2008 than 1998 (Statistics 
Canada 2011). In comparison, real household income 
increased 33% and charitable donations increased 32% 
over the same period. 


Voluntary interhousehold transfers thus represent a 
sizeable flow of funds between households and an 
important addition to income in many recipient house- 


holds. 
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Table 2 Households that sent interhousehold transfers from 1998 to 2008 
Oe lect al RS IN a ee a ee 


1998 1999 2000 2001 


2002 2003 2004 2005 2006 2007 2008 


a 


Number of households 3/555 BA 3,320 3,613 


Percentage of all households 31 33 29 31 


‘000 


3,781 3,895.° 4,176 4,272 ‘4,834 5,183 5,362 


% 
32 32 34 34 38 40 Al 


I 


Source: Statistics Canada, Survey of Household Spending. 
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Chart C Change in real terms in the amount of 
interhousehold transfers sent, charitable donations, 
and household income received, 1998 to 2008 
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Source: Statistics Canada, Survey of Household Spending. 


Relationship with income 
and wealth 


SLID’s information on interhouse- 
hold transfers sent and received 
provides the opportunity to exam- 
ine transfers in relation to the 
income of donors and recipients." 
Similarly, the wealth of donors and 
recipients can be studied using the 
2005 SES. Since these two surveys 
likely under-represent smaller trans- 
fers (see Data sources and definitions), 
the results are more indicative of 
large transfers than small transfers. 


Both the incidence and amount of 
voluntary interhousehold donations 
increased with income (Table 3). 
About 7% of all households in the 
bottom quartile sent such transfers, 
with a median amount of approxt- 
mately $1,500. More households 
sent voluntary interhousehold 
transfers as household income in- 
creased. The donation rate reached 
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18% in the top income quartile and 
the median donation more than 
doubled to $3,500. The relation- 


of the donation pattern, the inci- 
dence and amount received would 
be highest in the bottom quartile 
and decline in each ascending quar- 
tile. Although the percentage of 
households receiving such transfers 
was highest in the bottom quartile, 
the incidence varied much less 
across quartiles than did the inci- 
dence of donation, and was higher 
in the top quartile than the middle 
two quartiles. Moreover, the 
median amount received was 
higher in the top two income quar- 
tiles than the bottom two. 


Interhousehold transfers generally 
flow from more economically 
well-off households to less eco- 
nomically well-off households 
(Chart D).’* Approximately 80% 
of aggregate interhousehold trans- 
fers sent are from households 
with income or wealth above the 
median. Conversely, the vast 
majority of aggregate interhouse- 
hold transfers are received by 
households with income or wealth 


below the median. However, a 
slightly higher proportion of aggre- 
gate interhousehold transfers are 


ship between income and the 
receipt of interhousehold transfers 
was less clear. If it were the inverse 


Table 3. Incidence of households sending and receiving 
voluntary interhousehold transfers and its average 


amount by household income group, 2008 


Donor Receiver 
Median Median 
Incidence amount Incidence amount 
% $ % $ 

Household income group 

Bottom quartile 7.0 1,500§ 8.4 2,000§ 
Second quartile 10.3 2,000 a7 2,400§ 
Third quartile 14.0 2,400 S.J] 3,2005 
Top quartile 18.1 3,500 7.0 3,000§ 
Total ZeS 2,400 6.6 2,500 


Source: Statistics Canada, Survey of Labour and Income Dynamics, 2008 
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Chart D Shares of voluntary interhousehold transfers sent and received by top and bottom 
half of income distribution and household net worth distribution 


Donor 


Sent (net worth) 


@ Sent (income) 


Households below median Households above median 


Receiver 


Received (net worth) 


i Received (income) 


Households below median Households above median 


Note: SFS figures are for economic families (household-level figures are not available). 


Source: Statistics Canada, Survey of Financial Security (SFS), 2005. 


received by households with income above the 
median than by households with wealth above the 
median. 


Interhousehold transfers as a proportion 
of income 


The size of interhousehold transfers in relation to the 
income of donating and recipient households is an 
indicator of the relative level of resources being trans- 
ferred. The relative importance of the transfers would 
likely be greater for recipients than donators. Volun- 
tary transfers have not been subtracted from the 
income of donors or added to the income of recipi- 
ents in these calculations. 


Among interhousehold transfer donors, the median 
household sent 3% of its household income (Table 4). 
Among all households that received such transfers, the 
median received an amount equivalent to 5% of its 
household income. 


Most donors sent a relatively small portion of their 
household income as voluntary interhousehold trans- 
fers, with approximately four-fifths of donors send- 
ing less than 10%. However, a small number of donors 
(just under 2%) reported sending more than they 
earned in 2008. This small group of donors accounted 
for about 15% of the total value of voluntary 
interhousehold transfers in 2008. 


Among recipients, approximately two-thirds of house- 
holds reported receiving transfers equivalent to less 
than 10% of their household income. On the other 
hand, about 7% of all recipient households received 
transfers that were greater than their household 
income.'? The median ratio for households that 
received more than 100% of their household income 
was 3.2 times their household income. These transfers 
accounted for 37% of the value of voluntary 
interhousehold transfers received in 2008. 


Summary 


This paper examined the conceptual and measurement 
issues related to voluntary interhousehold transfers. 
Although international practice varies, both the Can- 
berra Group (Canberra Group 2001) and the Seven- 
teenth International Conference of Labout Statisticians 
(International Labour Organization 2004) recom- 
mended measuring and including both voluntary and 
involuntary interhousehold transfers in the definition 
of total income. Since 2006, Statistics Canada has been 
measuring both the voluntary and involuntary com- 
ponents of interhousehold transfers in a single survey. 
However, voluntary interhousehold transfers continue 
to be excluded from the definition of total income. 


Statistics Canada — Summer 2011 Perspectives on Labour and Income / 41 


Measuring voluntary interhousehold transfers in Canada 


Table 4 Households that sent and received voluntary interhousehold transfers, by amount of 
voluntary interhousehold transfer in relation to household income, 2008 


Median Share of voluntary Median ratio of voluntary 
House- household interhousehold interhousehold transfers 
holds income transfers sent to household income 
‘000 $ % ratio 
Donor 
All donor households 1,647 77,000 100.0 0.03 
Sent less than 5% of household income 1,036 85,000 18.1 0.02 
Sent 5% to 10% of household income 287 68,000 15.6 0.07 
Sent 10% to 50% of household income 255 62,000 Soto 0.16 
Sent 50% to 100% of household income F F F 0.66 
Sent more than 100% of household income 285 I= 14.85 1.685 
Median Share of voluntary Median ratio of voluntary 
House- household interhousehold interhousehold transfers 
holds income transfers received to household income 
‘000 $ % ratio 
Receiver 
All recipient households 880 53,000 100.0 0.05 
Received less than 5% of household income 433 72,000 6.7 0.01 
Received 5% to10% of household income 129 46,000 6.4 0.07 
Received 10% to 50% of household income 209 45,000 28.3 0.18 
Received 50% to 100% of household income Alpe F F 0.86 


Received more than 100% of household income 625 F 37. \e 3.205 


Source: Statistics Canada, Survey of Labour and Income Dynamics, 2008 


In 2008, the amount of voluntary interhousehold trans- The incidence and amount of interhousehold dona- 


fers received by Canadian households was twice the 
total value of alimony and child support payments. It 
is also in the same order of magnitude as some gov- 
ernment transfer programs. Data indicate that both 
the incidence of transfers and total amount transferred 
increased substantially from 1998 to 2008. 


Although the total amount transferred from donor to 
recipient households was fairly consistent across sur- 
veys, the estimated incidence of donations varied 
widely, ranging from 12% to 40%. Differing question 
sequences and treatment of non-response likely explain 
most of the discrepancy. A distributional analysis indi- 
cated that the Survey of Household Spending, the 
source of the 40% estimate, was much more likely to 
pick up small interhousehold transfers than the Survey 
of Labour and Income Dynamics and the Survey of 
Financial Security. 
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tions increased with household income, with both 
more than doubling from the bottom to the top quar- 
tile. The incidence of transfer receipt varied much less 
by income quartile, with those in the bottom and top 
income quartiles more likely to receive transfers than 
those in the second and third quartiles. 


Overall, donors sent a median of 3% of their income 
to other households, while recipients received a 
median transfer equivalent to 5% of their income. 
About 7% of recipients reported receiving transfers 
greater than their income. In addition, just under 
2% of donors reported transferring more than their 
household income. 


In summary, voluntary interhousehold transfers 
represent a sizeable flow of economic resources 
between households. A better understanding of 
the dynamics of such transfers would help provide a 


more complete picture of the economic well-being of 
households. 
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Table 5 Data availability on interhousehold transfers in four Statistics Canada surveys 
Neen ea SSS SSS SSS SSS SSS SS 


Survey of Survey of Survey of 
Labour and Survey of Financial Financial 
Income Household Security Security 
Dynamics Spending 2005 1999 


Reference period available 2006' to 2008 1998? to 2008 2005 for assets 


2004 for income 
and transfers 


1999 for assets 
1998 for income 
and transfers 


Voluntary interhousehold transfers data availability 


Household/family count 


Sent Yes? Yes? Yes* Yes‘ 
Received Yes? —_ Unable to disentangle Yes? Yes‘ 


Dollar amount 
Sent Yes? Yes? Yes? No 
Received Yes? _—_ Unable to disentangle Yes? No 


Other dimensions® 


Domestic/international transfer Yes? Yes? No No 
Relationship with receiver/donor No No No Yes* 
Payment frequency No No No Yes* 


Counted as receiver/donor Family members 
that live outside 


the household 


Any persons 
that live outside 
the household 


Family members 
that live outside 
the household 


Family members 
that live outside 
the household 


Unit of analysis Households/ Economic Economic 
individual Households families families 
Alimony, separation allowance 
and child support payments® 
Dollar amounts sent Yes? Yes‘ Yes! No 
Dollar amounts received Yes? Yes‘ Yes‘ No 


. SLID 2006 did not ask respondents age 66 and over questions about interhousehold transfers. 

. The 1997 SHS was not used, since involuntary interhousehold transfers such as alimony, separation allowance and child support payments 
were included as one question on interhousehold transfers. 

. Data that are available and used in this study. 

. Data available from surveys. 

. Listed for comparison. 

. Alimony, separation allowance and child support payments by court order or written agreement are considered involuntary interhousehold 
transfers and are included for comparison. 

Sources: Statistics Canada, Survey of Labour and Income Dynamics (SLID); Survey of Household Spending (SHS); and Survey of Financial Security 

(SFS) questionnaires. 


ND 


anak w 


@ Notes 4. Bootstrap weights developed by Statistics Canada for 
SLID have been applied for the measurement of variance 
and standard errors in the 2006, 2007 and 2008 Survey of 


Labour and Income Dynamics. 


1. Based on calculations from the 2008 Survey of Labour 
and Income Dynamics. 


2. As suggested in his concept of ‘social income,’ defined as Age 
the sum of a person’s own income and the monetary 5. The sample size was reduced by 28% in 2008. 
value to him of the relevant characteristics of others 6. Before 1998, the question on voluntary interhousehold 
(Becker 1974). transfers was combined with the question on alimony, 
3. SLID has had data on alimony and child support separation allowance and child support payments. 


payments since 1998. 
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7. Bootstrap weights developed by Statistics Canada for the 
SHS from 2002 to 2008 have been applied for the 
measurement of variance and standard errors. 


8. The information on assets, debts and net worth are 
based on data collected in the 2005 reference period. The 
income-related questions are based on 2004 data. 


9. Bootstrap weights for the SHS have been applied for the 
available reference years. 


10. Tests indicate that the volatility is concentrated at the top 
of the distribution. The increase over the period is similar 
in magnitude, but smoother, when the top 1%, 5% and 
10% of remitters are trimmed. 


11. The SLID income concept includes involuntary transfers 
like alimony and excludes voluntary transfers. 


12. SFS figures are for economic families, as household-level 
figures are not available. 


13. Voluntary interhousehold transfers with amounts over 
100% of the recipient’s household income may indicate 
a strong dependency on money sent by non-household 
members or capital transfers misreported by respond- 
ents. 
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Recent reports and studies 


MM From Statistics Canada 


M Apprenticeship programs: who 
continues, who quits 


Between 1995 and 2007, the number of registered 
apprentices increased by 120%. Yet, only 43% 
completed their training. Using the 2007 National 
Apprenticeship Survey, this study addressed some of 
the factors associated with the behaviours of 
Canadians in registered apprenticeship programs 
between 2002 and 2004. 


Results indicate several factors negatively impact 
results, including the lack of consistency in program 
design, the lack of compulsory training or wage 
incentives in some trades, physical limitations, and the 
cost of programs to employers. 


Factors contributing to graduation from apprentice to 
journeyman include being married, having fewer 
children, belonging to a union, having a high school 
education, and having a trained journeyman present 
during training. 


For mote information, see The Completion of Registered 
Apprentices: Who Continues, Who Quits, and Who Completes 
Programs, Analytical Studies Branch Research Paper 
Series, Statisitics Canada, March 2011. 


B Consumer Price Index 


Canadian Consumer prices rose 3.3% in the 12 months 
to March. The most significant contributors to the 
largest year-over-year increase since September 2008 
wete energy prices. Gasoline prices increased 18.9% 
in March, while prices for fuel oil and other fuels 
increased 31.3%. Electricity prices rose 4.3%. 


Among the eight major components of the CPI, 
transportation had the largest increase as prices rose 
6.6% in the 12 months to Match, after advancing 5.1% 
in February. 
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Excluding energy, the the Consumer Price Index (CPI) 
rose 2.4% in the 12 months to March. Prices for food 
purchased from stores rose 3.7% in March, the largest 
yeat-over-year increase since August 2009. Other items 
bearing significant increases were travel services, 
clothing, and the purchase of passenger vehicles. 


On a yeat-over-year basis, prices increased in all major 
components of the CPI in March. Except for alcoholic 
beverages and tobacco products, prices rose at a faster 
rate in March than in February. 


For more information, see the April 19, 2011 issue of The 
Daily on Statistics Canada’s website (www.statcan.gec.ca). 


@ Education following job loss 


The half-million Canadian job losses of the 2008 
economic downturn renewed interest in the fate of 
displaced workers; this study uses the Longitudinal 
Worker File to look at the effectiveness of post- 
secondary training following job displacement on their 
earnings outcomes. 


Workers who participated in post-secondary training 
within a year of job-loss had increased earnings of 
almost $7,000 more than displaced workers who did 
not take similar training. Characteristics by sex, age, 
marital status, and union coverage indicate significant 
differences in benefits. 


Despite the benefit of training on worker incomes, 
however, the study found that job displacement had 
only a modest effect on the uptake of post-secondary 
training for all groups examined. 


For more information, see the Long-term Earnings Impact 
of Post-secondary Education Following Job Loss in the 
Analytical Studies Branch Research Paper Series, 
Statistics Canada, March 2011. 


Perspectives on Labour and Income / 45 


What’s new 


M Seeking success in Canada and the 
United States: children of immigrants 


This paper reviews recent research on the labour 
market outcomes of the children of immigrants in 
Canada and in the United States. The children of 
immigrants and the children of domestic-born parents 
represent a large portion of both countries’ 
populations. In 2006, a third of the Canadian 
population was composed of immigrants or their 
children. In Toronto, they account for three-quarters 
of the population. 


In both Canada and the United States, the labour 
market outcomes of the children of immigrants are 
equal to, or better than, those of children of domestic- 
born parents. Children of immigrants tend to have 
higher earnings and are mote likely to be employed in 
professional occupations than their counterparts with 
domestic-born parents. 


At the same time, there is considerable variation in 
outcomes by ethnic group or source region. Those 
from visible-minority groups tend to have higher 
education levels, which is reflected in more positive 
labour market outcomes. However, children whose 
parents came from developed European countries 
tend to do better in the labour market. 


For more information, see Seeking Success in Canada and 
the United States: The Determinants of Labour Market 
Outcomes Among the Children of Immigrants in the Analytical 
Studies Branch Research Paper Series, Statistics 
Canada, March 2011. 


M Working at home 


Using the General Social Survey from 2000 to 2008, 
this study looks at changes in the proportions of 
employees working at home. The characteristics of 
workers most likely to work at home and their reasons 
for this choice are addressed. In addition, the impact 
of the place of residence and distance from work is 
assessed on the incidence of working at home. 


In general, the proportion of people working at home 
increased from 17% to 19%. This was a result of a 
slight increase for employees and a more substantial 
increase for the self-employed. 


Characteristics of the employed and self-employed 
groups who worked at home differed. In 2008, the 
highest proportions of employees who worked at 
home include university graduates (22%), profession- 


als (23%) and managers (23%). For the self-employed, 
women (67%), university graduates (69%), technical 
occupations and professionals (72%) had the largest 
proportions (71%). 


Some of the most common reasons cited for working 
at home include job requirement (25% of employees), 
better working conditions (23%), and that home was 
their usual place of work (18%). 


Finally, the farther away a person lives from work, the 
more likely he or she is to work at home. However, 
those who live outside urban areas are less likely to 
work at home. 


For more details, see Working at home: An update, 
Canadian Social Trends, Statistics Canada, December 
2010. 


M@ From other organizations 


M Doing better for families 


Canada posted average scores across a set of key 
family indicators used by the Organization of 
Economic Cooperation and Development (OECD). 
Canadian fertility rates (1.7%), gender pay gaps (20%), 
and child poverty (15%) are close to the OECD 
average. However, formal childcare enrollment lags 
at 40% compared to the average of 56%. 


Poverty rates are produced for all OECD countries, 
and employment is found to be negatively-related to 
the incidence of poverty. 


For more on this subject, see Dozng Better for Families, at 
www.oecd.org/social/family/doingbetter. 


M@ Persistence of high unemployment 


The average unemployment rate across OECD 
countries remains near the historical peak reached 
during the recent recession. Persistently high levels of 
unemployment is a main concern of countries that 
were most severely affected by the downturn as it can 
lead to widespread deterioration of human capital, 
discouragement, and labour market withdrawal. 


Those at greatest risk are the young and low-skilled. 
This report discusses the role of policies in accelerating 
the return to work. Unemployment insurance, train- 


ing, and employment protection regulations are also 
addressed. 
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This study can be found in the OECD Economic 
Outlook, Volume 2011/1, May 2011. 


— Unpaid work around the world 


Unpaid work refers to goods and services produced 
by family members that is not sold on the market. 
Time-use surveys across OCED countries are used to 
shed light on the importance of unpaid work as a well- 
being indicator. 


In general, people across OECD countries average 3.4 
hours of unpaid work per day which represents 14% 
of their day. Canada falls within this average. In terms 
of both paid and unpaid work, people spend about 
one-third of their tme working. 
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What’s new 


Routine household work such as cooking, cleaning, 
gardening, and home maintenance dominate unpaid 
work. On average, people spend two hours and eight 
minutes per day on housework. Canada comes in just 
under that at 2 hours. 


Men and women do different types of unpaid work. 
Nevertheless, women in all countries continue to do 
more unpaid work than men, while men tend to do 
more market work. 


For more on this subject, go to www.oecd.org/els/ 
social/indicators/SAG. 
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m Immigrant educational outcomes 
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Work absences in 2010 


There are many kinds of absence. Some, like annual 
vacation, are generally considered beneficial for both 
the organization and the employee. Since they are 
usually scheduled, their effect on the organization can 
be fairly easily absorbed; the same can be said of 
statutory holidays. Other absences, for instance those 
caused by illness and family-related demands, are 
generally unavoidable, as are those due to inclement 
weather. 


Absenteeism, a term used to refer to absences that are 
avoidable, habitual and unscheduled, is a source of 
irritation to employers and co-workers. Such absences 
are disruptive to proper work scheduling and output, 
and costly to organizations and the economy as a 
whole. Although absenteeism is widely acknowledged 
to be a problem, it is not easy to quantify. The dividing 
line between avoidable and unavoidable is difficult to 
draw, and absenteeism generally masquerades as 
legitimate absence. The Labour Force Survey (LFS) 
can provide measures of time lost because of personal 
reasons—that is, illness or disability, and personal or 
family responsibilities. However, within these 
categories, it is impossible to determine if an absence 
is avoidable or unscheduled. LFS data on absences for 
personal reasons can, however, be analyzed to identify 
patterns or trends that indicate the effect of 
absenteeism (see Data source and definitions). 


Recent trends—2000 to 2010 


In the first half of the decade, both the incidence and 
the number of days lost for personal reasons (illness 
ort disability, and personal or family responsibilities) 
trended upwards. In the latter half of the decade, the 
rates were flat or declined slightly. As a result, absence 
rates were somewhat higher in 2010 than in 2000. 


In an average week in 2000, excluding women on 
maternity leave,’ 6.3% of all full-time employees 
holding one job were absent from work for all or 
part of the week for personal reasons. By 2010, the 
figure had risen to 8.0% (879,000) (Table 1). Total 
work time missed also rose, from 3.2% of the 
scheduled week in 2000 to 3.6% in 2010; this was 
slightly down from 2009. Extrapolated over the full 
year, work time lost for personal reasons increased 
from the equivalent of 8.0 days per worker in 2000 
to 9.1 days in 2010. 
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Chart Work absence rates, 2000 to 2010 
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Variations in absence rates in 2010 


Absence for personal reasons differs among various 
worker groups. Several factors are responsible, 
principally working conditions (physical environment, 
degree of job stress, employer—employee relations, 
collective agreement provisions and work schedules); 
adequacy and affordability of community facilities like 
child care centres and public transportation; family 
circumstances, especially the presence of preschool 
children or other dependent family members; and 
physical health of the worker, a factor closely related 
to age. Measuring the effects of these and other 
contributing factors is not easy since many are not 
captured by the LFS. However, some insight is gained 


Summer 2011 — Statistics Canada 


by examining personal absences in 2010 by selected 
demographic characteristics, occupation and industry, 
and other attributes like union and job status. 


Demographic differences 


In 2010, excluding women on maternity leave and men 
on parental leave, an estimated 8.0% of full-time 
employees missed some work each week for personal 
reasons: 5.7% for own illness or disability, and 2.3% 
for personal or family responsibilities (Table 2). As a 
result, full-time employees lost 3.6% of their work time 
each week. 


On average, each full-time employee lost 9.1 days in 
2010 for personal reasons (7.4 for own illness or 
disability plus 1.7 for personal or family demands). 
This amounted to an estimated 100 million work days 
for all full-time employees. Men lost fewer days than 
women—7.6 (6.2 for illness or disability plus 1.4 for 
personal or family demands) versus 11.0 (8.9 plus 2.1). 


The presence of preschool-age children exerts a strong 
influence on work absences for personal or family 
responsibilities. In 2010, full-tume employees in families 
with at least one preschool-age child lost an average 
of 3.1 days, compared with only 1.4 for those in 
families without children. 


Work days missed because of illness or disability 
tended to rise with age, from an average of 4.7 days 
for youth (15 to 19) to 11.2 for full-time employees 
age 55 to 64. 


Industry and sector 


Work absence rates differ by sector (public or private) 
and industry, with almost all of the difference arising 
from illness and disability absences (Table 3). 
Contributing factors include the nature and demands 
of the job, the male-female composition of the 
workforce, and union density—the last being a strong 
determinant of the presence of paid sick or family 
leave. 


Full-time employees in the public sector (more likely 
unionized or female) lost more work time (11.8 days) 
in 2010 for personal reasons than their private-sector 
counterparts (8.2 days). 


At the major (2-digit) industry level, the most work 
days were missed by employees in health care and 
social assistance (13.4 days), public administration 
(11.8) and transportation and warehousing (10.8). 
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Work absences in 2010 


The lowest averages were recorded by full-time 
workers in professional, scientific and technical services 
(5.4), primary industries (7.0) and construction (7.3). 


Occupation 


Contributing factors for absence rates by occupation 
are similar to those for industry (Table 4). Again, as by 
major industry, differences arise mainly from time lost 
due to illness or disability. 


The most days lost in 2010 were recorded for full- 
time employees in health occupations (13.9) and 
occupations unique to production (11.1). Workers in 
management (5.8), natural and applied sciences (6.5), 
and culture and recreation (6.7) recorded the fewest 
days lost. 


Union coverage, job status, workplace 
size and job tenure 


Full-time workers who belonged to unions or were 
covered by collective agreements missed more work 
days on average in 2010 for personal reasons than their 
non-unionized counterparts (12.9 versus 7.3) (Table 5). 


Workers with permanent jobs (more likely to be 
unionized) lost more work days (9.3) than those whose 
jobs were not permanent (6.7). 


Days lost tended to rise with workplace size, increasing 
from a low of 7.3 in workplaces with fewer than 20 
employees (firms more likely to have low union rates) 
to 11.1 in workplaces with more than 500 employees 
(firms likely to have high union rates). 


Days lost tended to rise with job tenure, with almost 
all the differences arising from illness and disability. 
Employees with tenure of up to one year lost 6.2 days, 
while those with over 14 years lost 11.3 days (the latter 
group was also likely older). 


Province and CMA 


Work absence levels differed by geographic area 
(Table 6), with most of the variation again arising from 
illness or disability. 


Full-time employees in Newfoundland and Labrador 
(11.0) lost the most work time in 2010, followed by 
those in New Brunswick, Quebec and Manitoba (10.4 
each). Those in Alberta (8.1) and Ontario (8.2) lost the 
least. 
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Data source and definitions 


The data in this article are revised? annual averages from 
the Labour Force Survey (LFS). They refer to full-time em- 
ployees holding only one job. Part-time, self-employed and 
unpaid family workers are excluded because they generally 
have more opportunities to arrange their work schedules 
| around personal or family responsibilities. Multiple job 
_holders, too, are excluded because it is not possible, using 
LFS data, to allocate time lost, or the reason for it, to spe- 
cific jobs. Women on maternity leave are also excluded. 
However, men using paid paternity (in Quebec only) and 
parental leave are included in the calculation until 2006. 


Some human resource practitioners exclude persons on long- 
term illness or disability leave (exceeding one year) from 
their attendance management statistics. Such persons are, 
however, included in Statistics Canada’s work absence 
estimates if they count themselves as employed (that is, they 
continue to receive partial or full pay from their employers). 
In 2010, the number of employed persons on such long-term 
illness or disability leave averaged 28,100 in a typical week. 
Their exclusion would have reduced the weekly work 
absence incidence for illness or disability from 5.7% to 5.4%, 
the inactivity rate from 2.9% to 2.7%, and days lost per worker 
that year from 7.4 to 6.7. 


Personal reasons for absence are split into two 
categories: ‘own illness or disability’ and ‘personal or family 
responsibilities’ (caring for own children, caring for elder 
relative, and other personal or family responsibilities). 
Absences for these two types of reasons represented 27% of 
all time lost by full-time paid workers each week in 2010. 
Vacations, which accounted for 40% of total time away from 
work, are not counted in this article, nor are statutory 
_holidays, which represented 15%. Maternity/parental leave 
represented 12% and other reasons, 6%. The incidence of 
absence is the percentage of full-time paid workers 
reporting some absence in the reference week. In calculating 


incidence, the length of work absence—whether one hour, 
one day, or one full week—is irrelevant. 


The inactivity rate shows hours lost as a proportion of 
the usual weekly hours of full-time paid workers. It takes 
both the incidence and length of absence in the reference 
week into account. 


Days lost per worker are calculated by multiplying the 
inactivity rate by the estimated number of working days 
in the year (250). 


Reasons for work absences in the LFS 


The LFS sets out the following reasons for being away from 
work: 
® own illness or disability 


caring for own children 

caring for elder relative (60 years or over) 
maternity leave (women only) 

parental leave (men only and starting in 2007) 
other personal or family responsibilities 
vacation 

labour dispute (strike or lockout) 

temporary layoff due to business conditions 
holiday (legal or religious) 

weather 

job started or ended during week 


working short time (for example, because of material 
shortages, or plant maintenance or repair) 


other 


Personal or family responsibilities include caring for own 
children, caring for elder relative, and other personal 
or family responsibilities. 


Among the census metropolitan areas, Gatineau (12.9), 
Thunder Bay (11.5) and Sherbrooke (11.4) lost the 
most days per full-time worker. Calgary (7.1), Toronto 
(7.2) and Saskatoon (7.7) lost the least. 


| For further information, contact Sharanjit Uppal, | 
Labour Statistics Division. He can be reached at | 
613-951-3887 or sharanjit.uppal@statcan.ge.ca. | 
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@ Notes 


1. Exclusion of maternity leave started in 1997 with the 
introduction of the revised Labour Force Survey ques- 
tionnaire. 


2. A standard revision has been applied to Labour Force 
Survey (LFS) estimates, as announced in The Dai/y on 
January 28, 2011. Beginning with this release, historical 
comparisons of work absence estimates produced by the 
LFS must be made with revised historical data. For an 
overview of these changes, see Improvements to the Labour 
Force Survey (LFS) — 2011: The 2011 Revisions of the Labour 
Force Survey (LFS) (http://www.statcan.gc.ca/pub/ 
71£0031x/71£0031x2011001-eng.pdf). 
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Table 1 Absence rates for full-time employees by sex, 2000 to 2010! 


Incidence? Inactivity rate? Days lost per worker in year‘ 
Personal Personal Personal 
or family or family or family 
Illness or respon- IIIness or respon- IIIness or respon- 
Total disability sibilities Total disability sibilities Total disability sibilities 
% % days 
Both sexes 
2000 6.3 4.8 1.5 O:2 2d 0.5 8.0 6.7 Dead 
2001 TH By 1.8 3.4 2.8 0.6 8.5 7.0 TS 
2002 18 5.6 oa 3.6 3.0 0.7 9.1 7.4 187 
2003 To 5:5 2.0 337 3.0 OF, 9.2 ice) 7 
2004 7.6 NaS) 2a) a7 3.0 0.7 9.2 Vis) 17 
2005 8.3 6.0 2.3 3.9 Se 0.7 9.7 7.8 1.8 
2006 8.2 5.8 2.4 one 3.0 0.9 oy, 76 2H 
2007 8.6 6.2 2.4 4.0 ay) 0.7 9.9 8.1 1.8 
2008 8.5 6.1 2.4 3.9 3.2 0.7 9.7 79 is 
2009 8.0 5.8 22 3.8 an 0.7 9.5 7.8 VA 
2010 8.0 abi 23 3.6 2.9 0.7 1 7.4 ez 
Men 
2000 ye 4.] 1.4 2.8 2.4 0.4 7.0 5:9 VA 
2001 6.1 4.6 1.6 oe Ps, 0.5 7.6 6.4 1.3 
2002 6.7 4.8 Vg 3:2 2.6 0.6 8.0 6.5 1.6 
2003 6.5 4.7 1.8 aa 2.6 0.6 8.2 6.6 Ls 
2004 6.6 4.6 2.0 3) 2.6 0.7 8.0 6.4 1.6 
2005 fee oz 2A 3.4 Del 0.7 8.6 6.9 Av 
2006 1 Dal | 329 Zee. 0.8 Se7 6.7 Lg 
2007 3 D2 20 aS 27 0.6 8.4 6.8 1.6 
2008 hoes) 5A #9) es) 20 0.6 8.2 6.7 1.6 
2009 6.8 4.9 1.9 zy) 2.6 0.6 8.1 6.6 135 
2010 6.7 4.7 2.0 Ziel 25 0.6 7.6 6.2 1.4 
Women 
2000 $s) oi 1.8 3.8 BZ 0.6 9.4 7.9 15 
2001 ‘aha 6.2 2.0 3.9 oz 0.7 9.8 8.0 1.8 
2002 a2 Ou 2.4 4.3 3.5 0.8 10.7 8.7 1g 
2003 8.9 6.6 20 4.3 3.5 0.8 10.7 8.8 1.9 
2004 8.9 6.6 Ps) 4.3 3.6 0.7 10.9 9.0 Ne) 
2005 9.6 7.0 2.6 4.5 BT 0.8 L132 22 2.0 
2006 oD 6.8 Dey, 4.5 Shee 1.0 Lie2 8.8 2.4 
2007 10.3 TS 2.8 4.8 4.0 0.9 12.0 99 2.1 
2008 10.2 13 2.8 47 3.8 0.9 11.8 9.6 2.2 
2009 9.5 7.0 Zo 4.5 3.7 0.8 11.4 23 20) 
2010 9.6 6.9 2.7 4.4 3.6 0.8 11.0 8.9 2.1 


1. Excluding maternity leave. However, men on paid paternity (in Quebec only) or parental leave are included in the calculation until 2006. 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 

Source: Statistics Canada, Labour Force Survey. 
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Table 2 Absence rates for full-time employees by sex, age, education and presence of 
children, 2010' 


a 


Incidence? Inactivity rate? Days lost per worker in year* 
Personal Personal Personal 
or family or family or family 
Illness or respon- Illness or respon- IIIness or respon- 
Total disability sibilities Total disability sibilities Total disability sibilities 
CeIn nnn EET 
% % days 
Age 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 DAL 7.4 1.7 
15to 19 6.0 4.4 Id 2.4 ie 0.5 OLY 4.7 eZ 
20 to 24 6:5 4.5 Aee, 2.4 1.8 0.5 6.0 4.6 1.4 
25 to 34 iene) ope. 2.6 3.0 2.3 0.8 7.6 a7 be, 
35 to 44 8.2 5.6 Dah oy Lah 0.8 oy), 6.8 2.0 
45 to 54 79 5.9 2.0 ow 3:3 0.6 9.8 8.4 1.5 
55 to 64 9.0 10 2.0 Sul 4.5 0.6 12.8 ile 1.6 
65 and over 8.0 oe PAA ae] 4.2 0.9 12.6 10.5 2.1 
Men 6.7 4.7 2.0 3.1 2.5 0.6 7.6 6.2 1.4 
15to-19 eal 4.2 Le 23 die? OS 9, 4./ lei 
20 to 24 5.9 4.0 1.8 22 hes 0.5 eye) 4.2 i 
25 to 34 6.4 4.2 DD 2.4 137 0.6 a7, 4.3 1.6 
35 to 44 6.8 4.6 D2 2.9 Lis 0.6 Pad oe ys 
45 to 54 6.4 4.7 ie? Sez ef 0.5 8.0 6.7 he2 
55 to 64 8.0 6.3 ey 4.7 4.3 0.5 dae, 10.6 M2 
65 and over 8.0 529 Pap Dee 4.3 0.9 ial 10.8 243 
Women 9.6 6.9 2.7 4.4 3.6 0.8 11.0 8.9 2.1 
io ly 6.5 4.7 1:8 2.4 ley. 0.6 6.1 4.7 1.4 
20 to 24 Te3 az Pa 2a, 251 0.6 6.6 Bi 1.5 
25 to 34 29 6.7 32 4.0 2:0 0.9 99 7.6 2.4 
35 to 44 10.0 6.8 ez 4.3 a3 1.0 107 8.2 23 
45 to 54 9.5 (2 23 4.8 4.] 0.7 Ze 10.3 1.8 
55 to 64 10.1 7.8 2s 5.6 4.8 0.8 14.1 12.0 21 
65 and over 8.0 6.0 F 4.7 4.0 F Wile a9 in 
Educational attainment 
Both sexes 8.0 5.7 2.3 3.6 7% | 0.7 9.1 7.4 17. 
Less than grade 9 920) 7.0 20 5.4 4.7 0.7 134 Ay We 1.8 
Some high school 8.5 6.3 Zen 4.4 ony. 0.7 11.0 9S ey. 
High school graduation 3 5.8 2.0 3.8 3.2 0.6 9.6 8.0 1.6 
Some postsecondary Sez 6.0 222 3.8 3.2 0.6 dees 8.0 1.6 
Postsecondary certificate 
or diploma 8.4 ‘SW) PGS, 39) onl 0.7 On, Ue) 1.8 
University degree C2 4.8 2.4 2.8 2.1 0.7 (oe apa eZ, 
Presence of children 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 Tee 
With children 8.4 Bre. 29 3.6 Pgs) 0.8 9.) 7.0 Ze 
Preschoolers under 5 years 9.7 By i) 4.2 Siete! Phefs) hss: 9.5 6.3 Be 
5 to 12 years 8.3 SS DW S15) Deh 0.7 .7/ 6.9 les 
13 years and over 7.6 0 2.0 Saif 3.0 0.6 Dol 7.6 1.6 
Without children Well Se Wey 3.6 $1 0.6 Dol 7.6 1.4 


1. Excluding maternity leave. However, men on paid paternity (in Quebec only) or parental leave are included in the calculation until 2006. 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 

Source: Statistics Canada, Labour Force Survey. 
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Table 3 Absence rates for full-time employees by industry and sector, 2010' 


Days lost per 


Incidence? Inactivity rate? worker in year* 
Personal Personal Personal 
or family or family or family 
Illness or — respon- Illness or — respon- Illness or — respon- 
Total disability — sibilities Total disability — sibilities Total disability — sibilities 
% % days 
All industries 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
Public employees 10.2 72 2a 4.7 3.9 0.8 tie Fd 2.0 
Private employees Te3 Sal DP: 3.3 2.6 0.6 8.2 6.6 1.6 
Goods-producing 7.2 5.0 2.3 3.4 2.7 0.6 8.5 6.9 1.6 
Primary 5:6 3.4 gi 2.8 2.0 OL7/ 7.0 Sl, Ve 
Agriculture 6.5 32 a3 22 19 1.0 733 4.7 2.6 
Other 5.4 i) i 7 ef qo O:7. 6.9 5:2 ie 
Utilities ry) 4.9 23 3.5 2.8 0.7 8.7 7.0 1.6 
Construction 6.6 4.3 pay 2.9 a3 0.7 Vio 597 1.6 
Manufacturing 8.0 9.7; 23 3.8 Cy 0.6 9.5 7.9 1.5 
Durable 8.0 5.6 2.4 ého7/ 3.0 0.7 9.2 72 ).d7/ 
Non-durable rm) 5.8 y 4.0 3.4 0.5 9.9 8.5 1.4 
Service-producing 8.2 5.9 2.3 3.7 3.0 0.7 9.3 7.5 1.7 
Trade Teh Sil 2.0 3:2 2.6 0.6 8.] 6.6 1:5 
Wholesale 6.6 4.6 2.1 2.8 2.3 0.5 7A@ 5.6 ies 
Retail les 9.3 1.@ 3.4 2.8 0.6 8.6 7.0 1.6 
Transportation and warehousing 7.5 5.9 Va7 4.3 3.8 0.5 10.8 Re) iss 
Finance, insurance, real 
estate and leasing 7.4 S74 2.3 Shs 7 bss) 0.7 8.0 6.3 1.6 
Finance and insurance 7.6 a3 Dp) 3.3 2.6 0.6 8.2 6.6 1.6 
Real estate and leasing 6.9 4.6 2.4 3.0 y hy) 0.7 7.4 5.6 1.8 
Professional, scientific 
and technical 6.7 4.] 2.6 2-2 4 0.7 5.4 3.8 1.6 
Business, building and 
support services 9.0 6.8 2.2 4.] 30 0.6 10.4 8.8 Re) 
Educational services 72 6.5 ye 3.8 3.0 0.8 95 Je 2.0 
Health care and 
social assistance 10.2 7.8 2.4 ES. 4.5 0.9 13.4 We Pad! 
Information, culture 
and recreation 7.4 2.3 7a 3.0 2.5 0.5 7.6 6.3 ies: 
Accommodation and 
food services 6.2 4.4 1.9 BZ 2.9 0.7 8.0 6.2 1.8 
Other services 6.4 4.2 Pry Zz 2.0 OS 6.3 4.9 le 
Public administration 1L2 7.9 a2 4.7 3.8 0.9 11.8 25 2.4 
Federal 13.5 SZ 4.3 pepe 4.1 T2 Hees 10:2 at 
Provincial 10.6 de. P74 4.8 4.0 0.8 12.0 10.0 2.0 
Local, other 8.4 6.1 23 3.8 See OH 9.6 7.9 ie7 


1. Excluding maternity leave. However, men on paid paternity (in Quebec only) or parental leave are included in the calculation until 2006. 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 

Source: Statistics Canada, Labour Force Survey. 
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Work absences in 2010 


Table 4 Absence rates for full-time employees by occupation, 2010' 


Days lost per 


Incidence? Inactivity rate? worker in year‘ 
Personal Personal Personal 
or family or family or family 
lIIness or — respon- IIIness or — respon- IIIness or — respon- 
Total disability sibilities Total disability sibilities Total disability — sibilities 
% % days 
All occupations 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
Management 5.6 3.8 1.8 Pa: 1.8 0.5 5.8 4.5 URS 
Business, finance and 
administrative Dell 6.3 2S) 3.8 Bel 0.8 eS 7.6 19 
Professional Tame. 4.7 2.5 2.8 Dp 0.6 7.1 D0 1.6 
Financial and administrative 9.1 oy 3.3 3.6 2.8 0.8 9:0 7.0 2.0 
Clerical OL 6.9 28 4.2 3.4 0.8 10.6 8.6 2.0 
Natural and applied sciences 7.3 4.7 2.6 226 ee Or 6.5 4.8 1.2 
Health 10.2 i) ad 5.6 4.7 0.9 13.9 es! 22 
Professional 6.0 Byes Pde | 2.4 ee 0.5 6.0 4.8 igh 4 
Nursing 10.8 8.9 (iba: 6.3 oY) 0.9 15.8 Ter 2 
Technical 10.1 Tes 2.6 3.0 4.0 1.0 12.6 10.1 2.5 
Support staff ] 8.8 2.4 6.5 5.6 0.9 16.3 14.0 PhS 
Social and public service 5 6.4 2:0 Shy) 2, 0.8 ox2 V3 ies 
Legal, social and religious 23 6.7 2.6 3:9 a2 0:2 Guth Ti 1.8 
Teachers and professors 8.8 G2 Zed hh Pais 0.8 8.7 6.7 2.0 
High school and elementary 10.2 Vie 3.0 4.0 Si 1.0 10.0 Tat 2.4 
Other oe 3.4 1.9 es 1.8 0.5 oHA 4.5 12 
Culture and recreation 8.0 a2 2.9 oa: 2.0 OF7, ()n// 4.9 1.8 
Sales and service ays 5.4 1.8 A ort 0.6 S73 Féajh 1.6 
Wholesale 6.4 4.2 P15) 2.6 2.0 0.6 6.5 5.0 HES 
Retail the: 5.4 1.8 3.6 2.9 0.7 9.1 Tia 1.8 
Food and beverage 6.2 4.4 1.8 BoE: Peo) 0.7 8.2 6.4 1.8 
Protective services Mal 6.4 ee 4.5 4.0 0.5 EZ De We 
Childcare and home support 9.7 6.6 Sst 4.2 Sal We 10.6 Vacs 2) 
Travel and accommodation Tel 6.1 eZ 4.2 3.6 0.6 10.5 rl eis 
Trades, transport and equipment 
operators Ths: 5.4 Ds! $h.7/ Sy 0.6 Dee TES Lies 
Contractors and supervisors 6.1 3.9 Dee 2.6 2.0 0.6 6.4 5.0 1.4 
Construction trades VES all Ppt 3.4 Delf 0.7 8.5 6.8 hed 
Other trades Ted aNd Phe 3.4 2.8 0.6 8.5 7.0 io 
Transport equipment operators 7.5 ms tz 4.6 4.0 0.6 11.4 10.0 1.4 
Helpers and labourers 8.8 6.4 2.4 4.0 3.4 0.6 10.0 8.5 US) 
Occupations unique to 
primary industry oy oa Ze 3.1 Lo 0.8 LD eS 2.0 
Occupations unique to 
production 8.8 6.6 22 4.5 3.8 0.6 11.1 9.6 L3 
Machine operators and 
assemblers 8.7 6.4 2: 4.4 SoA 0.6 10.9 9.3 1.6 
Labourers 225 US? 1.6 4.9 4.4 0.4 Ze? 11.1 lal 


1. Excluding maternity leave. However, men on paid paternity (in Quebec only) or parental leave are included in the calculation until 2006. 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 

Source: Statistics Canada, Labour Force Survey. 
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Work absences in 2010 


Table 5 Absence rates for full-time employees by workplace size, job tenure, job status and 
union coverage, 2010! 


Days lost per 


Incidence? Inactivity rate? worker in year 
Personal Personal Personal 
Own or family Own _ or family Own _ or family 
Illness or — respon- Illness or — respon- Illness or — respon- 
Total disability sibilities Total disability sibilities Total disability — sibilities 
% % days 
Workplace size 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
Under 20 employees 6.7 4.5 D2 27 23 0.7 Tes 5.6 1.7 
20 to 99 employees 8.1 5.8 OS: 3.6 Pee) 0.7 9.0 TO 7 
100 to 500 employees 8.7 6.5 Dee 4.2 SiS) (8), 7/ NOES 8.8 Wed 
Over 500 employees 92 6.7 23 4.4 337 0.8 tds] 9.2 i 
Job tenure 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
1 to 12 months 6.6 4.4 22 2-9 1.8 0.6 6.2 4.6 1.6 
Over 1 to 5 years 7.6 5.4 Dee Shoe! Ul 0.7 8.3 Oni 1.6 
Over 5 to 9 years 8.5 5.8 Pig 3.8 Ie) 0.8 9.4 7.4 2.0 
Over 9 to 14 years 8.8 6.3 2 4.3 3.6 0.7 10.8 8.9 1S 
Over 14 years 8.7 6.6 ZA 4.5 he 0.6 11.3 O77, 1.6 
Job status 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
Permanent 8.1 5.8 2.3 Shd/ 3al 0.7 8 7.6 Wed 
Non-permanent 6.5 4.3 Lee Dei, 2.0 OF, 6.7 4.9 1.8 
Union coverage 
Both sexes 8.0 5.7 2.3 3.6 2.9 0.7 9.1 7.4 1.7 
Union member or covered 
by collective agreement 10.3 7.8 25 5:2 4.4 0.8 b2:9 10.9 2.0 
Non-unionized 6.8 4.6 22 Ze 23 0.6 Tao Bay, 1.6 


1. Excluding maternity leave. However, men on paid paternity (in Quebec only) or parental leave are included in the calculation until 2006. 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 

Source: Statistics Canada, Labour Force Survey. 
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Work absences in 2010 


SSS 


Table 6 Absence rates for full-time employees by province, region and census metropolitan 
area (CMA), 2010' 


Days lost per 


Incidence? Inactivity rate? worker in year4 
poe ee met eo Sel ae Se 
Personal Personal Personal 
or family or family or family 
Illness or — respon- Illness or — respon- Illness or — respon- 
Total disability sibilities Total disability sibilities Total disability — sibilities 


% % days 
Province and region 
Both sexes 
Atlantic 
Newfoundland and Labrador 
Prince Edward Island 
Nova Scotia 
New Brunswick 
Quebec 
Ontario 
Prairies 
Manitoba 
Saskatchewan 
Alberta 
British Columbia 


All CMAs 
St. John’s 
Halifax 
Saint John 
Moncton 
Saguenay 
Québec 
Montréal 
Trois-Riviéres 
Sherbrooke 
Gatineau 
Ottawa 
Kingston 
Barrie 
Brantford 
Greater Sudbury/ 
Grand Sudbury 
Peterborough 
Guelph 
Toronto 
Hamilton 
St. Catharines—Niagara 
London 
Windsor 
Kitchener—Waterloo 
Oshawa 
Thunder Bay 
Winnipeg 
Regina 
Saskatoon 
Calgary 
Edmonton 
Abbotsford 
Vancouver 
Victoria 
Non-CMAs 
Population centres 
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1. Excluding maternity leave. However, men on paid paternity ( 
2. Absent workers divided by total. 

3. Hours absent divided by hours usually worked. 

4. Inactivity rate multiplied by working days in year (250). 


Source: Statistics Canada, Labour Force Survey. 
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in Quebec only) or parental leave are included in the calculation until 2006. 
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Immigrants in self-employment 
Feng Hou and Shunji Wang 


Self-employment is an important source of jobs for immigrants, 
more so than for non-immierants. This article uses data from the 
Labour Force Survey to examine how self-employed immigrants 
differ from their non-immigrant counterparts across a number of 
personal and job characteristics. It also compares the reasons 
immigrants and non-immigrants report for entering and staying in 
self-employment, based on data from the Survey of Self- 
Employment. 


The income of immigrants who pursue 
postsecondary education in Canada 


Anne-Marie Rolhn 


Even though immigrants who arrived in Canada in recent decades 
are more educated than other Canadians, they enrol in postsecondary 
educational institutions in proportionally greater numbers after their 
attival. This article examines a cohort of immigrants who were 
between 25 and 44 years of age when they arrived in Canada in 
1998 and 1999. Using data from the Longitudinal Administrative 
Databank (LAD), changes in immigrants’ employment income 
ovet an eight-year period are studied based on whether these 
individuals pursued postsecondary education in Canada. 


The wealth and finances of employed low- 
income families 


May Luong 


This study examines the financial situation of individuals living in 
low-income families with at least one employed family member 
compated to low-income families with no employed family 
members and employed non-low-income families. It presents new 
findings from the Canadian Financial Capability Survey on the 
level of net worth, assets and debts, financial security and retirement 
preparation for these groups. 
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Jungwee Park 


This study investigates job-related training taken by immigrant 
employees in Canada. Using the Access and Support to Education 
and Training Survey (ASETS), it examines the incidence, subject and 
objectives of, and satisfaction with, job-related training of immigrant 
and Canadian-born employees. Differences among sub-groups of 
immigrants are compared, as well as other characteristics related to 
the incidence of training. Perceptions of barriers to training among 
immigrants and the Canadian-born are also explored. 
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In this issue 


@ Immigrants in self- 


employment ep. 5 


In 2010, about 19% of immigrant workers were 
self-employed, compared with 15% of their 
Canadian-born counterparts. About one-half of 
the difference in the self-employment rate was 
related to the higher average age of immigrants. 


Self-employed immigrants and non-immigrants 
were similar in average age, marital status, and 
presence of children at home. They also shared 
similarities in working hours, the proportion with 
paid help, and incorporated business status. 


Although business and professional services was 
the most frequent industry for both groups, the 
Canadian-born self-employed were more 
concentrated in agriculture and other goods- 
producing industries, while immigrants were more 
concentrated in trade and transportation industries. 


Immigrants—especially recent immigrants—were 
more likely than the Canadian-born to report that 
they had entered self-employment because of a 
lack of suitable paid jobs. Still, the majority of 
self-employed immigrants (67%) and non- 
immigrants (80%) entered self-employment for 
reasons other than labour market difficulties. 


The majority of both immigrant and Canadian- 
born self-employed workers would prefer to stay 
in self-employment even if a paid job at the going 
wage of salaty rate were available for them. The 
share was lower among immigrants (65%) than 


the Canadian-born (73%). 
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MM The income of immigrants 


who pursue postsecondary 
education in Canada Hp. 17 


M After eight years in Canada, male and female 


immigrants who began postsecondary education 
(PSE) in Canada in the second or third year after 
their arrival were more likely to have employment 
income than their counterparts who did not have 
PSE. However, the gap is much wider for women 
(more than 15 percentage points) than men (1 to 
5 percentage points). 


Among female immigrants with no employment 
income in the first year after their arrival, those 
who pursued postsecondary education in Canada 
had a higher probability of having employment 
income in the eighth year. Among female 
immigrants who had employment income in the 
first year, those who pursued PSE had a lower 
probability of having no employment income in 
the eighth year. The differences in probability exist 
even when controls for differences in individual 
characteristics at the time of immigration such as 
age, education level upon arrival, country of origin 
and immigrant class are taken into account. 


Both immigrant men and women who pursue 
postsecondary education in Canada experience 
greater growth in their employment income. For 
women who begin postsecondary education, the 
growth rate of employment income over eight 
yeats is more than 125%, compared to 61% for 
women who do not pursue PSE. The employment 
income of men who begin postsecondary 
education increases by more than 80%, while that 
of men who do not do so increases by 50%. 


Perspectives on Labour and Income / 3 


Highlights 


M@ In most cases, differences in income growth 
between immigrants with and without postsecon- 
dary education in Canada remain when controls 
for the effect of individual characteristics at the 
time of immigration are taken into account. 


M Also, differences in the growth of employment 
income related to pursuing postsecondary 
education in Canada do not differ significantly 
depending on whether immigrants were with or 
without a university degree when they arrived. 


M@ The wealth and finances of 
employed low-income 
families £ap29 


M The average wealth of low-income families with at 
least one employed family member ($60,000) 1s 
higher than that of low-income families without an 
employed family member ($3,000) but is signifi- 
cantly lower than that of non-low-income families 
with at least one employed family member 


($389,200). 


M While 69% of employed low-income families carry 
debt compared to 44% of other low-income fam1- 
lies, a large proportion is in the form of residential 
mortgages. 


@ Compared to not-employed low-income families, a 
larger proportion of employed low-income fami- 
lies report that they are able to pay for unexpected 
expenses and are not falling behind on bill payments. 


@ A larger proportion of employed low-income fami- 
lies are making retirement preparations and antici- 
pate having more diverse sources of retirement 
income than not-employed low-income families. 


M@ Job-related training of 
immigrants Sea ee 


M Canadian-born employees were more likely to 
receive job-related training than their immigrant 
counterparts: 35% versus 31% for men and 37% 
versus 33% for women. 


M Among female workers, family-class immigrants 
had significantly lower rates of job-related training 
than Canadian-born workers. 


Male employees who immigrated as adults were 
25% less likely to receive job training than their 
Canadian-born counterparts. 


There were no significant differences in the number 
of training hours and courses between immigrant 
and Canadian-born trainees. 


Within the immigrant population, workers with 
the lowest personal income, in occupations 
requiting a high school education or less, and in 
smaller firms were less likely to receive training. 


Major barriers to job-related training perceived by 
immigrants include family responsibilities and 
financial constraints. 


MH What's new? . p. 51 


M@ From Statistics Canada 


Debt and family type in Canada 


Competing priorities — education and retirement 
saving behaviours 


Income management strategies of older couples 


Small, medtum and large businesses tn the Canadian 
economy 


Income management strategies of older couples 


Small, medium and large businesses in the Canadian 
economy 


Labour force survey 
Manufacturing: The year 2010 in review 
Retail trade 


Participation of adult workers in job-related training 


From other organizations 
Pensions at a glance 2011 
Taxing wages report 


Tensions from the two-speed recovery 


Upcoming events 


Socio-economic Conference 2011 
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Immigrants in 


self-employment 


Feng Hou and Shunji Wang 


elf-employment is an important source of 

employment and job creation in Canada. New 

entrepreneurs start businesses for a variety of 
reasons that tend to cluster around two poles. On the 
one hand, some are attracted or ‘pulled’ into self- 
employment to develop a business idea, gain more 
flexibility, or because their profession requires them to 
do so. On the other hand, others are ‘pushed’ into 
self-employment because paid job opportunities may 
be lacking. As a result of these differing motivations 
and available resources, some will set up and operate 
businesses that create jobs for themselves and others, 
while many others will concentrate on their own situ- 
ation as sole proprietors.' The diversification of the 
self-employed population has been identified as a key 
feature of labour market developments in developed 
countries (Arum and Muller 2004). 


Self-employment diversity is particularly relevant in the 
case of immigrants. Some immigrants are selected spe- 
cifically for their entrepreneurial attributes—Canada’s 
business immigration program seeks to attract inves- 
tors, entrepreneurs and the self-employed as a means 
to support economic development. Other immi- 
grants—especially those who arrived recently—may 
face barriers to finding and keeping jobs or may have 
jobs for which they are overqualified or receive low 
earnings, and thus may be pushed into self-employ- 
ment. As a result, studying the factors that motivate 
self-employment is a key component of understand- 
ing the labour market integration of many Canadian 
immigrants. 


That immigrants are more likely to be self-employed 
than non-immigrants has been documented in several 
studies (Frenette 2002 and Li 2001). In 2006, about 
17% of immigrant working men age 20 to 64 were 
self-employed, compared with 12% of Canadian-born 


men (Hou et al. forthcoming). Such differences may 
atise if immigrant and Canadian-born workers have 
different demographic characteristics or are concen- 
trated in industries and occupations that have higher 
rates of self-employment. On the other hand, they may 
also be related to different motivations to enter and 
remain in self-employment—a possibility that has not 
been well-examined in Canada (Li 2001 and Schuetze 
2010). 


This article thus has two major objectives. The first is 
to examine how self-employed immigrants differ from 
their Canadian-born counterparts across a number of 
personal and job characteristics. The second is to 
determine whether immigrants report different rea- 
sons for entering and staying in self-employment. The 
article begins with a look at the long-term and recent 
trends in immigrant and non-immigrant self-employ- 
ment using the census and Labour Force Survey (LFS). 
It then examines the characteristics of the self- 
employed compared to paid employees among 
immigrants and non-immigrants. Finally, it uses the 
Survey of Self-Employment (SSE) to examine whether 
immigrants and non-immigrants express different 
reasons for entering, remaining in and exiting 
self-employment. 


Long-term trends in self-employment 


In Canada, the number of self-employed workers 
increased significantly in the 1980s and 1990s (Picot 
and Heisz 2000; Gauthier and Roy 1997; Kuhn and 
Schuetze 2001). The self-employment rate increased 
steadily from the mid-1970s to the late 1990s, dipped 
slightly in the early 2000s and stabilized in the late 2000s 
(LaRochelle-Cété 2010). The upward trend in self- 
employment has been linked to a variety of factors, 
including the aging of the labour force, technological 
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changes and government policies 
(Lin et al. 1999). The aging of the 
labour force should contribute to 
the rise in self-employment because 
older workers are more likely to be 
self-employed (Kamhi and Leung 
2005); the availability and affor- 
dability of technologies like per- 
sonal computers and the Internet 
reduce the operating costs of small 
businesses; and some industries and 
occupations with higher rates of 
self-employment have increased 
their share “in the economy 
(Gauthier and Roy 1997; Kamhi 
and Leung 2005; Statistics Canada 
1997). Kuhn and Schuetze (2001) 
suggest that, from the 1980s to 
1990s, the rise in self-employment 
among men is mostly attributable 
to declining opportunities in paid 
employment for men. For women, 
however, most of the rise in self- 
employment is associated with 
improved opportunities and attrac- 
tiveness of self-employment to 
them. 


In addition, past changes in 
government policies regarding 
marginal personal income taxes 
and programs assisting self- 
employment and small businesses 
have also been found to be related 
to the rise in self-employment (Lin 
et al. 1999 and Schuetze 2000). 
Finally, self-employment increased 
during periods of economic 
downturns and did not immedi- 
ately decline afterwards, except in 
the most recent downturn 


(LaRochelle-Coté 2010). 


Both immigrants and the Cana- 
dian-born have contributed to the 
increase in self-employment since 
the early 1980s (Chart A). The long- 
term trends were estimated with 
census data from 1981 to 2006, and 
recent LFS trends from 2006 to 
2010.* Due to conceptual differ- 
ences, the LFS data produce higher 
self-employment rates than the cen- 
sus (see Data sources and definitions).° 
Self-employment grew faster 
among immigrants between 1981 


Chart A Self-employment as a percentage of total employed 
individuals by immigration status 


Immigrants 


Canadian-born 


1981 1986 =: 1991 1996 =2001 


2006* 2007 2008 2009 2010 


Sources: Statistics Canada, Census of Population, 1981 to 2006; Labour Force Survey, 


2006 to 2010. 
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and 1996, and, in the late 1990s and 
2000s, self-employment rates fell 
slightly and subsequently stabilized 
for both groups. 


Throughout the study period, 
immigrants were consistently more 
likely to be self-employed than 
non-immigrants. In 1981, about 
12% of immigrants were self- 
employed, compared with 10% of 
the Canadian-born. By 1996, the 
self-employment rate had in- 
creased to 17% for immigrants and 
13% for non-immigrants. By the 
late 2000s, about 19% of immi- 
grant workers were self-employed, 
compared with 15% of the Cana- 
dian-born. The higher average age 
of immigrants accounted for about 
one-half of the difference in self- 
employment rates between immi- 
grants and the Canadian-born.* 


The difference between immi- 
grants and non-immigrants also 
tended to be greater during peri- 
ods of labour market slack. This 
suggests that immigrants are more 
likely than non-immigrants to seek 
self-employment during periods of 
economic stagnation. In 2009— 
during the recent labour market 
downturn—the gap in  self- 
employment rates between immi- 
grants and non-immigrants was 4.6 
percentage points, compared with 
a gap of 3.8 percentage points in 
2008. Between 2008 and 2009, the 
self-employment rate rose by 1.3 
percentage points among immit- 
grants and by 0.5 percentage points 
among the Canadian-born. 


Immigrants who had been in 
Canada for more than 10 years had 
a higher self-employment rate than 
those who arrived during the past 
10 years (Chart B). From 1981 to 
2006, the difference in self-employ- 
ment rates between these two 
groups was in the range of 5 to 6 
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Data sources and definitions 
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This study uses the 20% sample files of the 1981, 1986, 1991, 
1996, 2001 and 2006 censuses, and the combined May and 
November files of the 2006 to 2010 Labour Force Survey 
(LFS) to calculate the share of the self-employed among all 
employed workers. The selected sample consists of individu- 
als who were employed in the week prior to the census or 
in the LFS reference week. Institutional residents and 
persons living in the Northwest Territories, Yukon and 
Nunavut were excluded. Immigrants who arrived in the 
census or survey year and individuals whose immigration 
status were not identified in the LFS were also excluded. 


In both data sources, self-employed workers are defined as 
employed individuals who work for themselves (including 
owners of incorporated or unincorporated businesses) or work 
without pay for family members. The self-employment rate 
estimated from the census tends to be lower than that from 
the LFS. In the census, self-employed workers who have no 
work during the reference week and do not report work- 
ing any hours or being absent from work would be classi- 
fied as “unemployed” or “not in the labour force.” The same 
self-employed workers may be coded as “employed” in the 


during the reference week. Some persons who are consid- 
ered paid workers in the census are considered self-em- 
ployed persons in the LFS, including those who work at jobs 
like babysitting and cleaning for private households, and 
as newspaper carriers. 


To examine the reasons for entering and staying in self- 
employment, this study used data from the Survey of Self- 
Employment (SSE), which was conducted by Statistics 
Canada for Human Resources Development Canada in 
2000. The main objective of the survey was to provide a 
profile of self-employed workers in Canada. The survey 
content covered many aspects of self-employment, including 
reasons for entering self-employment, perceptions about 
self-employment, work arrangements, training, income 
insurance and other insurance coverage, and retirement 
preparation. The survey sample was restricted to those who 
were age 15 to 69 and self-employed in the main job. The 
final sample included 4,015 self-employed people. In the 
analysis, 30 observations whose immigration status was not 
stated were excluded. Among the remaining 3,985 re- 
spondents, 470 were immigrants. 


LFS if they attributed their absence to not having any work 


percentage points. More recent data from the LFS suggest that this 
difference could be even larger (6 to 8 percentage points). About two- 
thirds of the difference in self-employment rates between recent and more 
established immigrants is due to the higher average age of established 
immigrants.” 


Chart B_ Self-employment as a percentage of total employed 
immigrants by years in Canada, 1981 to 2010 


More than 10 years 


10 years or less 


1981 1986" 1991 1996 2001 2006 2007 2008 2009 2010 


EI ——— Es 
Sources: Statistics Canada, Census of Population, 1981 to 2006; Labour Force Survey, 
2006 to 2010. 
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Recent immigrants also tended to 
have lower self-employment rates 
than the Canadian-born.°® Again, 
this was related to the fact that 
recent immigrants are younger on 
average. After controls were put in 
place for age differences, recent 
immigrants and the Canadian-born 
wete found to have similar self- 
employment rates. 


Characteristics of 
self-employed workers 


Both immigrant and non-immi- 
grant men were more likely to be 
self-employed than their female 
counterparts. The self-employed, 
whether immigrants or non-immi- 
grants, also tended to be older, 
mote likely to be married and have 
children at home than paid work- 
etsi(Labiedt)). 


Educational attainment also dif- 
fered between paid and self- 
employed workers. Self-employed 
workets were more likely to have 
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Table 1 
and paid workers 


Sociodemographic characteristics of self-employed 


Canadian-born 


Immigrants 


Paid Self- Paid Self- 
workers employed workers employed 
% 

Sex 
Men 50.1 64.3 50.3 67.0 
Women 4 BiB // 49.7 3320 
Age 
Under 35 42.2 19.0 PLY Bes, 1255 
35 to 54 45.5 54.2 5a 55.4 
55 and over 222 BOS) 19.0 S22 
Marital status 
Married 58.8 ia:3 70.0 80.8 
Other 41.2 24.7 30.0 19:2 
Presence of children 
No children 63.1 56.0 53:1 50.4 
O to 12 years 17.6 19.0 20.8 HOSS 
13 to 24 years 1923 25.0 26.1 303 
Education 
Less than high school W2Rd 14.1 10.2 9.8 
High school 20.7 TES 18.6 18.2 
Some postsecondary 46.0 42.8 S6r3 34.6 
Postsecondary 20.6 23.6 30.0 37D 


Source: Statistics Canada, Labour Force Survey, 2006 to 2010. 


a university degree than paid 
employees, regardless of whether 
they were immigrants. Immigrants 
who were both self-employed and 
in paid employment were much 
mote likely to have a university 
degree, but much less likely to have 
non-university postsecondary edu- 
cation than their Canadian-born 
counterpatts. 


The distribution of self-employ- 
ment by industry differed for 
immigrants and the Canadian- 
born. Although business and pro- 
fessional services was the most 
frequent industry for both groups, 
the Canadian-born self-employed 
were more concentrated in agricul- 
ture and other goods-producing 


industries, while immigrants were 
more concentrated in trade and 
transportation industries (Table 2). 
To some extent, these differences 
can be linked to the strong geo- 
graphical concentration of immi- 
grants in major metropolitan areas. 
Outside Canada’s census metto- 
politan areas,’ immigrants and non- 
immigrants had similar industrial 
distributions, however, in census 
metropolitan areas, about 55% of 
self-employed non-immigrants 
worked in business and profes- 
sional service industries, compared 
with 45% of immigrants. 


Differences were also noticeable 
across occupations. As might be 
expected from the industrial differ- 
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ences, self-employed immigrants 
were more concentrated in occu- 
pations related to management, 
sales and services, and trade and 
transportation than their Canadian- 
born counterparts. These differ- 
ences became even larger after 
controls for geographical and edu- 
cational differences were put in 
place. For instance, 72% of non- 
immigrants who had a university 
degree and resided in metropoli- 
tan areas worked in professional 
occupations, compared with 53% 
of immigrants. Conversely, about 
25% of immigrants and 15% of 
non-immigrants worked in sales, 
services, trades and transportation 
occupations. 


Self-employed immigrants and 
non-immigrants also shared some 
similarities. About two-thirds of 
self-employed immigrants and 
non-immigrants did not have 
employees. In terms of business 
structure, more than one-half of 
the self-employed were not incor- 
porated, although that share was 
slightly higher among the Canadian- 
born. Self-employed immigrants 
and non-immigrants also worked 
a similar number of hours. 


Reasons for entering 
self-employment 


Do immigrants and the Canadian- 
born enter self-employment for 
different reasons? Are immigrants 
more likely to enter self-employ- 
ment due to difficulties in the paid 
labour market? The 2000 Survey 
of Self-Employment can shed 
some light on these issues: in this 
survey, respondents were asked 
directly whether they became self- 
employed because they could not 
find suitable paid employment. 
Respondents also reported on their 
previous labour market activities— 
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Table 2 Selected attributes of self- 
employment by immigration status 


ESE 5 ET, EL NT LE ET LR LAR Ca BETO RE CL FSS OY TELE FEE TOY SPENT TGS ES ELE NTT 


Canadian-born Immigrants 
% 

Incorporated 
Yes 39:5 42.9 
No 60.5 375 
With employees 
Yes S277, OAL, 
No 67:3 67.1 
Usual hours 
Less than 40 hours 37.8 34.7 
AO to 56 hours 44.6 48.5 
More than 56 hours Aas 16.9 
Industries 
Agriculture O53 3.0 
Other goods-producing industries 20.1 16.8 
Trade and transportation 14.8 PILES: 
Business and professional services 44.4 43.5 
Other services ies: 14.2 


Occupation 


Management 18.0 23.6 
Professionals 36.0 34.6 
Sales and service 15.4 Ws 
Trades and transportation 16.4 18.7 


Other 14.2 S\a// 


Source: Statistics Canada, Labour Force Survey, 2006 to 2010. 
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making it possible to identify whether respondents 
entered self-employment after leaving another job, or 
following a stretch of unemployment. 


In 2000, the majority of immigrants and non-immi- 
grants who were self-employed had not entered self- 
employment because of labour market difficulties. 
However, immigrants (33%) were more likely than 
non-immigrants (20%) to report that they entered self- 
employment due to a lack of job opportunities in the 
paid labour market. Among immigrants, those who 
had been in Canada for 10 years or less were more 
likely (40%) than more established immigrants (31%) 
to report that they became self-employed because of 
labour market difficulties. 


Previous labour market activities did not differ greatly 
between those who entered self-employment volun- 
tarily and those who reported a lack of paid jobs 
(Chart C). Prior to becoming self-employed, more 
than one-half of the self-employed (at least 55% for 
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each subgroup) were paid employees, and about one- 
third reported that they were both self-employed and 
paid employees—suggesting that some might have 
become self-employed by focusing on a business they 
already had, or by using another self-employment 
experience as a stepping stone. Very few (about 2% to 
4%) had never worked prior to self-employment. 
Similar results were obtained for both immigrants and 
non-immigrants, except immigrants were more likely 
to report that they became self-employed immediately 
after ending a previous self-employed job. The pre- 
ceding results were based on data collected in 2000 
when the economy was expanding and the 
labour market was relatively tight—they may differ 
under other economic conditions. 


Even though most of the self-employed previously 
worked as paid employees, the involuntarily self- 
employed were mote likely than the voluntarily self- 
employed to have lost a paid job prior to entering 
self-employment (Chart D). These differences were 
even larger among non-immigrants. Among immi- 
grants, 39% of the involuntarily self-employed had lost 
their previous job, compared with only 16% of the 
voluntarily self-employed. The corresponding num- 
bers were 56% and 23% for non-immigrants. 


Among the voluntarily self-employed, immigrants and 
non-immigrants entered self-employment for differ- 
ent reasons. The 2000 Survey of Self-Employment 
asked the voluntarily self-employed to report why they 
became self-employed instead of working for an 
employer. The reasons identified can be grouped into 
four broad categories: 


e entrepreneurial values, including independence, free- 
dom, own boss; control, responsibility, decision mak- 
ing; challenge, creativity, success, satisfaction; and 
more money 


e flexible work arrangements, including flexible hours; 
balance of work and family; and work from home 


e pre-existing opportunities, including “had to be self- 
employed” because of the nature of the job; joined or 
took over family business; and other opportunities 


e other reasons, including lower taxes, deductions; less 
stress; and other unspecified reasons (Delage 2002). 


Immigtants who entered self-employment voluntarily 
were mote likely to be motivated by entrepreneurial 
values (71%) than their Canadian-born peers (59%) 
(Chart E). In contrast, immigrants were less likely than 
non-immigtants to report that they had become self- 
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Chart C Previous labour market activites of involuntarily and 
voluntarily self-employed workers 


Canadian-born 


Involuntary self- Voluntary self- 


employment employment 


1 Employee only 
O Self-employed only 


Note: The difference in the distribution of previous labour market activities of involuntarily and 


@ Both employee and self-employed 
@ Never worked 


to report “independence, freedom, 
own boss,” “control, responsibil- 
ity, decision making” and 
“challenge, creativity, success, satis- 
faction” as self-employment 
advantages. They were also less 
likely than the involuntary group to 
report “flexible hours,” “lower 
taxes /deductions” and “less stress” 
as advantages. 


In general, the differences between 
the voluntary and involuntary 
groups were similar for the 
immigrant and non-immigrant 
populations. Involuntarily self- 
employed immigrants, however, 
were mote likely than the Cana- 
dian-born to report flexibility as an 
advantage, while non-immigrants 
were more likely to report that they 
appreciated working from home. 


Involuntary self- Voluntary self- 


employment employment 


voluntarily self-employed workers was statistically significant among the Canadian-born 


at p<0.01, but not significant among immigrants at p=0.05. 
Source: Statistics Canada, Survey of Self-Employment, 2000. 


employed because of flexible work 
arrangements (10% versus 16% 
for non-immigrants). Finally, 
almost one-fifth of non-immi- 
grants entered self-employment 
because of pre-existing opportuni- 
ties, whereas 11% of immigrants 


did so. 


Advantages and 
disadvantages of 
self-employment 


The Survey of Self-Employment 
also asked respondents to report 
what they believed were the 
advantages and disadvantages of 
being self-employed. As might be 
expected, those who became self- 
employed on a voluntary basis 
differed from the ‘involuntary’ 
self-employed group (Table 3). 
Those who voluntarily became 
self-employed were more likely 


10 / Perspectives on Labour and Income 


Among the involuntarily self- 
employed, at least 40% of immi- 
erants and non-immigrants 


Chart D How previous paid employment ended 


% 
80 


Canadian-born 


60 


40 


20 


Involuntary self- Voluntary self- Involuntary self- Voluntary self- 


employment employment employment employment 


D Lost job 


O Became self-employed 


Quit or resigned 
@ Other, including retired 


Note: Included only those whose work for employer ended when they became self-employed. 
The difference in the distribution of how previous paid employment ended between 
involuntarily and voluntarily self-employed workers was statistically significant among the 
Canadian-born and among immigrants at p<0.001. 

Source: Statistics Canada, Survey of Self-Employment, 2000. 
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Chart E Main reasons for entering self- 
employment among the voluntarily 
self-employed 


Canadian-born Immigrants 


Entrepreneurship values fl Flexible work arrangements 


O Pre-existing opportunities @ Other reasons 


Note: Includes respondents who did not become self-employed for 
lack of suitable paid employment. The difference in the 
distribution of main reasons for entering self-employment 
between immigrants and the Canadian-born was statistically 
significant at p<0.001. 

Source: Statistics Canada, Survey of Self-Employment, 2000. 


reported that one disadvantage of 
being self-employed was the 
“uncertainty, insecurity, risk, lack of 
stability” that came with the job 
(Table 4). The “lack of benefits” 
and “fluctuations of income and 
cash flow problems” were also 
reported by a larger portion of the 
involuntarily self-employed, 
although the latter difference was 


What do you like about 
being self-employed? 


Immigrants in self-employment 


Interestingly, the involuntarily self-employed Canadian- 
born were more likely than immigrants to mention 
“tax burden” (8% versus 3%) and “tasks related to 
running a business” (12% versus 6%) as disadvantages 
to being self-employed, while immigrants expressed 
more concerns about “lack of benefits” than the 
Canadian-born (31% versus 19%). 


Preference for paid employment 


In the 2000 Survey of Self-Employment, respondents 
were asked the following question: “If instead of self- 
employment, you could get a paid-job, at the going 
wage or salary rate for someone with your experience 
and education, would you accept it?” Overall, 29% of 
sutvey respondents answered “yes” to this question. 
Immigrants (35%) and, in particular, recent immigrants 
(41%) were more likely to prefer paid employment. 


The difference between responses for immigrants and 
non-immigrants was mostly attributable to the fact that 
more immigrants entered self-employment involun- 
tarily than the Canadian-born. After controls were put 
in place for differences in the voluntary nature of self- 
employment, it was found that the proportion of 


Table 3 Self-reported advantages of self-employment 


Canadian-born Immigrants 


Involuntary Voluntary Involuntary Voluntary 
self- self- self- self- 
employment employment employment employment 


% answering yes 


a ae Flexible hours 42 SiS} 53 32" 
eae yctmonstthe Catan \ «nilyiciadiworelifedbalagce 15 13 18 12 
diias-Porn: Work from home 18 Wie 12 9 
“Uncertainty, insecurity, risk and Independence, freedom, own boss 57 63* 54 64* 
lack of stability” were also re- Control, responsibility, d 
ported as issues by about 30% of decision-muring a a as 24 
those who were self-employed on Sisters: Cre CMI SUCEESS: 3 fe oe a 
a voluntaty basis. However, the ee oye peer 

: ore money, unlimited income 12 13 11 16 
pe eet Rp S Steer Pe Lower taxes/deductions 9 A* 6 ihe 
cially immigrants—were also more By Lik faNe . ae 3 3° 


likely to report “long hours” as a 
problem. Less than 10% men- 
tioned “tax burden,” “interference 
in family life” and “working alone, 
isolation.” 
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* significantly different between involuntarily and voluntarily self-employed workers at p<0.05 
Source: Statistics Canada, Survey of Self-Employment, 2000. 
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Table 4 Self-reported disadvantages of self-employment 


Canadian-born 


Involuntary 


self- 


employment 


employment 


Immigrants 


Voluntary Involuntary Voluntary 
self- self- self- 
employment employment 


What do you dislike about 
being self-employed? 
Uncertainty, insecurity, risk, 


lack of stability 43 
Income fluctuations, 

cash-flow problems 2 
Difficulties obtaining 

financing, with banks 11 
Tax burden 8 
Low income 10 
Lack of benefits 19 
Too much responsibility 7 
Long hours, no time off 20 
Interference in family life 4 
Working alone, isolation 5 
Tasks related to running 

a business 12 
Stress 10 


% answering yes 


30* 48 29% 
21" 26 23 
7* 1 6 
9 3 7* 
7 12 6* 
15* 31 15* 
Z 9 12 
26* 19 31* 
5 4 7 
4 5 6 
9 6 9 
15* 14 15 


* significantly different between involuntarily and voluntarily self-employed workers at p<0.05 
Source: Statistics Canada, Survey of Self-Employment, 2000. 


people answering “yes” to the 
above question was the same for 
immigrants and non-immigrants. 


In order to determine which fac- 
tors were associated with the 
probability of preferring paid 
employment, two logistic regres- 
sions were estimated for immi- 
grants and non-immigrants.* The 
models include demographic 
variables, self-reported reasons for 
entering self-employment, self- 
employment advantages and disad- 
vantages reported by survey 
respondents, and other self- 
employment characteristics.” 
Table 5 reports the predicted 
probabilities of preferring paid em- 
ployment across several factors, 
based on the logistic regression 
estimates."° 


The factors associated with the 
probability of preferring paid 
employment were similar for 
immigrants and non-immigrants. In 
both cases, the preference for paid 
employment was strongly related 
to the reasons for entering self- 
employment. More specifically, 
those who entered self-employ- 
ment due to a lack of suitable paid 
employment had a much higher 
tendency to report that they would 
leave self-employment if given the 
opportunity. Using immigrants as 
an example, close to one-half 
(49%) of the involuntarily self- 
employed expressed a desire to 
leave self-employment, compared 
with 27% of those who entered 
self-employment on a voluntary 
basis. On the other hand, these 
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results also suggest that about 
one-half of involuntarily self- 
employed immigrants expressed 
no preference for a paid job, and 
that one-quarter of voluntarily self- 
employed immigrants expressed a 
willingness to leave self-employ- 
ment for a paid job. Similar results 
were found for the Canadian- 
born. 


Those who valued the entrepre- 
neurial aspects of self-employment 
were much less likely to state a 
preference for paid employment, 
especially among immigrants. 
Indeed, just one-third of self- 
employed immigrants who indi- 
cated entrepreneurial values in the 
sutvey reported that they would 
leave self-employment if they were 
offered a similar paid job, com- 
pared with 55% for other self- 
employed immigrants. The corre- 
sponding figures were 26% and 
35% for the Canadian-born. 


Similarly, individuals who noted 
that self-employment had the 
advantage of flexible hours were 
less likely to say that they would 
prefer a paid job. In contrast, 
instability was related to a higher 
preference for paid employment. 
The effects of these two factors 
tended to be stronger for immi- 
grants than the Canadian-born. 


For the Canadian-born, several 
other variables were also signifi- 
cantly associated with a higher 
preference for paid employment: 
dislike of self-employment due to 
low income or lack of benefits, 
unincorporated status, and having 
experienced financial difficulties. 
While those who reported that they 
disliked self-employment for the 
long working hours had a higher 
preference for paid employment, 
individuals who usually worked 
overt 56 hours per week (i.e., at least 
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Table 5 Predicted percentage reporting possible exit from 


self-employment 

ETA TET SPENSER EN TESE TEEN SM ETRE GE EE ETL TLL 2 ETE TE PEN IR NTL STREET SESS SLE IEE INE LE ESI SIS SO SELES Ri SF ETB 

Canadian-born Immigrants 
% 

Education 

With university degree 29% 34 

Without university degree (ref.) 23 35 

Geographic distribution 

Three largest census metropolitan areas 28 38 

Other locations (ref.) 28 29 

Reasons for entering self-employment 

Lack of suitable employment 45* 49* 

Other reasons (ref.) 24 Di 

Like self-employment for 

entrepreneurship values 

Yes 26* SOF 

No (ref.) 33 Sons 

Like self-employment for flexiblity 

Yes 26* 30: 

No (ref.) 3] 40 

Dislike self-employment for instability 

Yes Sis 44* 

No (ref.) 25 26 

Dislike self-employment for long working time 

Yes 3 36 

No (ref.) 27 34 

Dislike self-employment for low income 

or lack of benefits 

Yes Soh 38 

No (ref.) 26 a3 

Tenure (self-employment) 

4 years or less (ref.) 29 38 

Over 4 years 28 32 

Incorporated 

Yes D2 30 

No (ref.) 31 38 

With employees 

Yes 27 32 

No (ref.) 29 36 

Multiple job holders 

Single job 28 34 

Multiple job holders (ref.) 24 40 

Weekly working hours 

Less than 40 hours aii fe) 

40 to 56 hours 28 le) 

More than 56 hours (ref.) 24 34 

Experienced financial difficulties 

Yes 35: 38 

No (ref.) 23 32 


* the difference from the reference group (ref.) is statistically significant at p<0.05 

Note: The values in this table are estimated based on a logistic regression model for 
immigrants and the Canadian-born respectively. The model includes independent 
variables presented in the table, as well as sex, age, marital status, and age of children. 

Source: Statistics Canada, Survey of Self-Employment, 2000. 


Immigrants in self-employment 


8 hours per day for 7 days or 11 
hours per day for 5 days) had a 
lower preference for paid employ- 
ment than those who usually 
worked less than 40 hours per 
week. There are two possible 
explanations for these seemingly 
contradictory results. First, disliking 
long working hours, which was 
reported not just by those who 
wotked long hours, may reflect a 
preference for a regular work 
schedule often associated with paid 
employment. Indeed, even among 
those who usually worked less than 
40 hours per week, about 15% 
reported disliking long working 
hours. In comparison, the majority 
(57%) of those who worked over 
56 hours per week did not mind 
long working hours. Second, for 
some self-employed workers, 
working less than regular hours 
may be the result of weak demand 
for their business, thereby provid- 
ing insufficient income. 


Self-employed categories 


As suggested in Delage (2002), the 
voluntary or involuntary nature of 
self-employment activities can be 
combined with information on 
whether survey respondents would 
leave self-employment for a suit- 
able paid job to generate four cat- 
egories of self-employed workers: 


e “self-employed by choice” (vol- 
untarily self-employed, would not 
accept a suitable paid job) 


e “involuntary self-employed” 
(involuntarily self-employed, 
would accept a suitable paid job) 


e “discouraged self-employed” 
(voluntarily self-employed, would 
accept a suitable paid job) 


e “adjusted self-employed” (invol- 
untarily self-employed, would not 
accept a suitable paid job). 
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Chart F_ Four types of self-employment 


Canadian-born 


Immigrants 
O Self-employed by choice @ Involuntary self-employed 
C1 Discouraged self-employed Adjusted self-employed 


Note: The difference in the distribution between immigrants and the 
Canadian-born is statistically significant at p<0.001. 
Source: Statistics Canada, Survey of Self-Employment, 2000. 


Immigrants were less likely to be self-employed by 
choice than the Canadian-born (Chart F). Just 
under one-half of self-employed immigrants were in 
this category, compared with about 60% of the Cana- 
dian-born. Among immigrants, the other categories 
had similar shares: 18% were self-employed by neces- 
sity, 16% were in the discouraged category, and 13% 
were adjusted. Among the Canadian-born, close to 
one-fifth were in the discouraged category and about 
1 in 10 were in each of the remaining two categories 
(“involuntary” and “adjusted”. 


However, the distributional differences between 
immigrants and non-immigrants across these four cat- 
egories were due to the fact that more immigrants 
generally entered self-employment because of a lack 
of paid employment opportunities. As shown in the 
previous section, once entry status is taken into account, 
both immigrants and the Canadian-born ate equally 
likely to report that they would pick a suitable paid 
job if given the opportunity. Hence, among those who 
are self-employed on a voluntary basis, a similar por- 
tion of immigrants and non-immigrants fell in the dis- 
coutaged category. Also, similar shares of involuntarily 
self-employed immigrants and the Canadian-born 
would not prefer a similar paid job. 
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Summary 


Self-employment is an important source of labour 
market opportunities for immigrants. By the end of 
the 2000s, about 19% of immigrant workers were self- 
employed, compared with 15% of their Canadian- 
born counterparts. Recent immigrants (those who had 
been in Canada for 10 years or less) were less likely to 
be self-employed than more established immigrants 
but had similar rates of self-employment to the Cana- 
dian-born after controls for age differences were put 
in place. 


The various motivations for entering self-employment 
tend to group around two poles: those associated with 
the entrepreneurial opportunities of self-employment 
and those related to a lack of opportunity in paid jobs. 
Immigrants—especially recent immigrants—were 
more likely than the Canadian-born to report that they 
had entered self-employment because of a lack of suit- 
able paid jobs. The majority of self-employed immi- 
erants (67%) and non-immigrants (80%) were 
nonetheless attracted to various aspects of self-employ- 
ment rather than pushed by labour market difficulties. 
Among these voluntarily self-employed workers, 
immigrants were more likely than non-immigrants to 
be motivated for reasons related to entrepreneurial 
values, including independence, freedom, being one’s 
own boss; control, responsibility, decision making; 
and challenge, creativity, success and satisfaction. 


The majority of both immigrant and Canadian-born 
self-employed workers would prefer to stay in self- 
employment even if a paid job at the market wage or 
salary rate were available for them. The share was 
lower for immigrants (65%) than the Canadian-born 
(73%). This difference was mostly attributable to the 
fact that more immigrants entered self-employment 
involuntarily than the Canadian-born. Within the 
immigrant population, voluntary self-employment, en- 
trepreneurial values, flexible work time and fewer con- 
cerns about instability were all associated with a lower 
preference for paid employment. These factors were 
also associated with a lower preference for paid 
employment among the Canadian-born, although the 
relationships were not all significant. 
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@ Notes 


i 


See Bogenhold and Fachinger (2010) for a full discussion 
on the heterogeneity of self-employment. 


The Labour Force Survey began collecting information 
on immigration status in 2006. 


Despite the conceptual differences, the two data sources 
showed similar trends for all workers (ie., not by 
immigrant status) for the period from 1981 to 2006 (see 
LaRochelle-Coté 2010). 


Based on the 2006 to 2010 Labour Force Survey, the 
average age for employed immigrants was 43.7 years and 
39.5 years for Canadian-born workers. In a simple 
regression model controlling for age and age squared, the 
difference in self-employment rates was reduced to 1.6 
percentage points (significant at p<0.001) from an 
unadjusted difference of 3.9 percentage points. 


Based on data from the pooled 2006 to 2010 Labour 
Force Survey, the average age was 46.6 years for estab- 
lished immigrant workers and 36.8 for recent immigrant 
workers. In a regression model controlling for age and 
age squared, the difference in self-employment rates 
between the two groups was reduced to 1.7 percentage 
points (significant at p<0.001) from an unadjusted 
difference of 7.3 percentage points. 


Other studies show that the self-employment rate among 
immigrants increases with length of residence in Canada, 
with most of the increase occurring in the first 10 to 15 
years after immigration (Hou et al. forthcoming and 


Schuetze 2010). 


A census metropolitan area consists of one or more 
adjacent municipalities situated around a major urban 
core. It must have a total population of at least 100,000, 
of which 50,000 or more live in the urban core. There 
were 33 census metropolitan areas in the 2006 Census. 


Because of the cross-sectional nature of the survey data, 
it was not possible to determine the causal relationship 
between the self-reported preference for paid employ- 
ment and perceptions of self-employment advantages / 
disadvantages. Therefore the results should be inter- 
preted as correlations at best. 


To reduce the number of parameters to be estimated and 
possible collinearity among variables, the main items of 
self-reported advantages and disadvantages (Table 3 and 
Table 4) are combined into five factors: (1) Like self- 
employment for entrepreneurship values, including in- 
dependence, freedom, own boss; control, responsibility, 
decision making; and challenge, creativity, success, satis- 
faction; (2) Like self-employment for flexibility, includ- 
ing flexible hours, balance of work and family; and work 
from home; (3) Dislike self-employment for instability, 
including uncertainty, insecurity, risk, lack of stability, and 
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Immigrants in self-employment 


fluctuation of income cash-flow problems; (4) Dislike 
self-employment for long working time, including long 
hours, no time off, and interference in family life; (5) 
Dislike self-employment for low income, lack of benefits 
or tax burden. 


10. These predicted probabilities are estimated by holding 
other variables at their respective means. For example, 
when all other variables are held at their means for the 
Canadian-born sample as a whole, the probability of 
preferring paid employment for Canadian-born self- 
employed workers with a university degree is 29%. 
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The income of immigrants 


who pursue postsecondary 
education in Canada 


Anne-Marie Rolhn 


the 21st century are more educated on arrival 

than immigrants in earlier cohorts. They are also 
more educated than the Canadian-born. In the 2006 
Census, 51% of immigrants age 25 to 64 who had 
been in Canada for five years or less had a university 
degree, compared to 28% of immigrants who arrived 
earlier and 20% of the Canadian-born (Statistics 
Canada 2008). 


mmigrants admitted to Canada since the start of 


And yet, among university graduates age 25 to 54, the 
enrolment rate in postsecondary education is higher 
among recent immigrants than the Canadian-born 
(14% versus 6% in 2007) (Gilmore and Le Petit 2008). 
Moreover, immigrants who pursue postsecondary 
education (PSE) use the Canada Student Loans Pro- 
gram more often than the Canadian-born (Kapsalis 


2006). 


What motivates immigrants to invest time and money, 
and sometimes even to go into debt, to pursue PSE in 
Canada? While the motives differ from one individual 
to another, they are often not unrelated to problems 
associated with recent immigrants’ integration into the 
labour market: partial or no recognition of experience 
and credentials acquired abroad, lack of local experi- 
ence, language barrier, weak social networks and dif- 
ferences in the quality of education depending on 
country of origin (Statistics Canada 2005, Houle and 
Yssaad 2010, Sweetman 2004, and Anisef et al. 2010). 


Despite the increase in their education level, a deterio- 
ration in recent immigrants’ labour market outcomes 
has been observed in recent decades.' However, 
recent studies have indicated better outcomes for 
immigrants who pursue PSE in Canada. Immigrants 
who artived more than five years ago and 
obtained their highest postsecondary degree in Canada 
have an employment rate comparable to the Cana- 
dian-born (Gilmore and Le Petit 2008). Moreover, 
labour market participation is higher for immigrants 


The author wishes to thank René Morissette 
for his assistance, especially in developing the 
regression models. 


who completed their postsecondary education in 
Canada rather than abroad (Mata 2008). Finally, a 
recent study compared the employment rate of immi- 
grants six months after their arrival in Canada and then 
after four years. One finding of this study was that 
among those who already had a university degree on 
attival, the group that pursued PSE in Canada saw its 
employment rate rise more rapidly than the group that 
did not (Anisef et al. 2010).” Up to now, no long-term 
longitudinal study has been conducted on how the 
employment income of immigrants pursuing PSE in 
Canada evolves over time. 


This study uses Statistics Canada’s Longitudinal 
Administrative Databank (LAD) (see Data sources and 
definitions) to compare the evolution, over an eight-year 
period, of the employment income of immigrants with 
and without PSE in Canada. The sample consists of 
immigrants who arrived in 1998 and 1999 when they 
were age 25 to 44. Immigrants who undertook no 
PSE in the eight years following their arrival are com- 
pared to those who began their PSE in the second or 
third year after their arrival. 


First, the extent to which immigrants who pursue PSE 
in Canada experience different employment income 
trajectoties compared to immigrants who do not is 
determined. It is then determined whether this differ- 
ence remains after controlling for a set of individual 
characteristics observed at the time of settlement that 
ate likely to influence how employment income 
evolves. This set of characteristics includes education 
level on arrival, prior knowledge of an official lan- 
guage, immigrant class and country of origin. 


i 
Anne-Marie Rollin is with the Economic Analysis Division. She can be reached at 613-951-3116 or anne- 


marie.rollin@statcan.ge.ca. 
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Men are more likely than women to 
belong to the skilled-worker category 


Of the male and female immigrants who arrived in 
1998 and 1999 included in this study, 52% had a uni- 
versity degree at the time of immigration and 72% 
knew an official language when they arrived (Table 1). 
Immigrants from the four leading regions—Eastern 
Asia, Southern Asia, Eastern and Southern Europe and 
Southeast Asia—accounted for more than two-thirds 
of the total. 


The main difference between men and women was 
the much larger proportion of principal applicants for 
immigration in the skilled-worker category for men 
(57%) than women (19%), who mainly belong to the 
skilled-worker spouse and dependent category or the 
family reunification category. Since only the principal 
applicant in the skilled-worker category is evaluated 
according to a point system, labour market character- 
istics were more favourable for male than female 
immigrants. Men who arrived in 1998 and 1999 tended 
to be slightly older than their female counterparts and 
have more years of work experience. They were also 
more educated and proportionally more likely to 
know English or French. 


Immigrants who begin PSE are different 
from those who do not pursue PSE 


There ate differences between the characteristics of 
immigrants who begin PSE during the second or third 
yeat following their arrival and those who do not pur- 
sue PSE in Canada. Immigrants who begin PSE tend 
to be younger and more educated when they arrive, 
and a larger proportion of them know an official lan- 
guage. For example, 70% of male immigrants who 
undertook PSE had a university degree when they 
arrived, while 50% of men who did not undertake 
PSE had such a degree at the time of immigration. 
Also, immigrants who pursue PSE are more likely to 
belong to the skilled-worker category, whether as the 
principal applicant or as a spouse or dependent of the 
principal applicant. The distribution of newcomers by 
country of origin is also different for the sub-groups 
who do and do not undertake PSE in Canada. For 
example, immigrants of both sexes who begin PSE 
are more likely to come from Eastern Asia, and 
female immigrants who begin PSE are more likely to 
come from Eastern or Southern Europe. 


Chart A Proportion of immigrants with employment income 


%, Women 


PSE begun in 2nd year 


(ie ESRI eR Ta 


eae ae seals DCE begun in 3rd year 


Years since arrival 


60 } No PSE begun 
50 
1 2 3 4 5 6 7 8 


PSE begun in 2nd year 


No PSE begun 


Years since arrival 


SS 


Note: PSE = postsecondary education 


Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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Table 1 Characteristics of immigrants who came to Canada in 1998 and 1999, age 25 to 44, 


with at least 10 years of education on arrival 


Women Men 
No PSE PSE No PSE PSE 
ese begun in begun in PSE begun in begun in 
All begun 2nd year 3rd year All begun 2nd year 3rd year 
Total 567195 33,165 4,945 3,185 51,985 31,975 4,365 2,455 
% 
Age on arrival 
251029 30.0 27.6 S10 27.2 24.7 232 26.4 25.2 
30 to 34 31.6 Pp / 32,0 39.4 30.3 28.0 34.8 Soe/ 
SHO? 24.5 26.1 24.1 23:8 26.0 26.6 26.4 2521 
40 to 44 13.9 16.6 12.0 9.6 18.9 Didi. A238 16.0 
Education level on arrival 
10 to 12 years of schooling 1957; 26.4 9.3 13.9 185 18.3 5.6 7.0 
13 or more years of schooling, 
without diploma/degree/ 
certificate OFS 9.4 92 6.9 8.1 8.6 8.1 6.0 
Qualification certificate 10.4 L131 8.8 10.0 9.5 11.4 6i7, 6.6 
Non-university diploma is29 US3,7/ 16.0 14.2 11.0 11.4 10.0 8.7 
Bachelor's 38.2 32.0 47.4 ASS 42.7 37.0 54.9 52.0 
Master's Vike 6.3 8.] 8.9 22 10.3 1321 153 
Doctorate 1.0 ol es 0.8 651 3.0 1.6 4.5 
Knowledge of an official 
language on arrival 
Yes 67.1 68:9. Whee) 64.7 The 730 80.9 82.3 
No See, 36.1 Died 3oL0 POH 25.0 19.1 LEAs 
Immigrant class 
Skilled worker, principal applicant 18.9 14.7 20.2 18.1 56.6 sO 8Y4 67.2 62.4 
Skilled worker, spouse 
and dependants SWS) Boe 42.2 44.8 8.3 aA 10.9 9.4 
Family reunification PWS 24.7 1539 Za 16.9 20.0 10.6 LSS} 
Businessperson 4.8 6.5 Dell 3.6 3.8 5.4 1.6 Ue 
Refugee 4.9 5.4 4.6 6.5 6.3 7.) Sal 6.5 
Other 12.0 eae) 10.0 99 8.0 9.6 4.6 6.5 
Country of origin’ 
Eastern Asia 28.9 25 33.5 30.1 24.9 22.4 27.8 Dia 
Southern Asia ez 16:5 Gf 9.4 16.9 13:3 15.0 La? 
Southeast Asia 9.4 10.0 (3)45) 8.1 6.3 6.8 4.6 6.4 
West Central Asia and 
the Middle East eA 11.8 123 12.8 10.9 10.6 je) 12.0 
Eastern and Southern Europe ial ese IQR U2 15.4 16.1 14.8 Woe: 
Western and Northern Europe 6.3 7.0 Se 5.0 eed | 10.5 7.) 8.4 
Africa 8.6 ied 8.0 7.0 8.6 UD 9.0 9.4 
Latin America 5.5 5.4 6.6 3.8 5.6 8} 6.9 Se! 
North America lsd 2 0.9 les 135 Tie. OL. Ted 
Oceania and other 0.6 0.6 0.4 0.4 0.9 1.0 0.5 ile 


1. The classification of countries of origin is the same as the classification of places of birth used in the 2006 Census (Statistics Canada 2010, 
Appendix J). However, some regions in the census classification were combined. Africa includes Western, Eastern, Northern, Central and 
Southern Africa. Latin America includes Central America, South America, the Caribbean and Bermuda. The ‘other’ category contains a 


limited number of immigrants for whom the region of origin is unknown. 


Notes: For women, 16% began PSE in the Ist year and 11% began between the 4th and 8th years. For men, the corresponding proportions are 


17% and 8%. 
PSE = postsecondary education 
Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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Data sources and definitions 


Statistics Canada’s Longitudinal Administrative 
| Databank (LAD) is a longitudinal sample representing ap- 
proximately 20% of Canadian tax filers (Tl income tax 
returns). LAD also contains variables from the Longitudinal 
| Immigration Database (IMDB). It is therefore possible to 
identify immigrants and know some of their characteristics 
at the time they obtained their landed immigrant status, in 
particular their education level, their knowledge of the 
_ official languages, their immigrant class and their country 
of origin. 


The target population consists of immigrants age 25 to 44 
| who arrived in 1998 and 1999 and had 10 or more years 
of education at that time.? Since information on 
postsecondary education is available in LAD only for indi- 
viduals who complete their tax returns, the sample that was 
used contains only immigrants who completed their annual 
tax return during the eight years following their arrival. 
Therefore, immigrants who left Canada are not included. 


Deductions for the amount relating to full-time and part- 
time education have been available in LAD since the 1983 
and 1999 taxation years, respectively. Canadian filers who 
attend a recognized postsecondary educational institution 
and are enrolled in an eligible program can benefit by 
claiming this deduction, since it constitutes a non-refund- 
able tax credit that can be claimed in the current year by 
the filer or a family member or can be carried forward to 
be claimed in a subsequent year. 


In this study, immigrants who did not begin any PSE 
| did not claim an education deduction from the first to the 
eighth year after their arrival. Immigrants who began 
PSE during the second year claimed, for the first time, 
a deduction for an amount relating to full-time or part-time 
education in the second year after their arrival. Finally, 
immigrants who began PSE in the third year claimed 
a deduction for the first time three years after their arrival. 


As noted by Ashenfelter (1978), adults who take training 
sometimes experience a decrease in income in the year 
| preceding the start of training. Therefore an analysis that 
| considered only employment income in the year preced- 
| ing the start of PSE might be biased. To guard against this 
possibility, this study focuses not only on immigrants who 
| begin PSE during the second year, but also on those who 
do so in the third year following their arrival. Focusing on 
these two groups of immigrants who begin PSE also helps 


— 


to ensure that our findings are robust. Thus, to conclude 
that the change over time in employment income and the 
employment rate is different for immigrants who begin PSE 
in Canada compared to immigrants who do not, this study’s 
results apply to both those who begin their education in the 
second year and those who do so in the third year.* Immi- 
grants who began PSE in the first year following their 
arrival are not examined since it is essential to know 
employment income before the start of PSE. 


LAD is beneficial for this analysis because of the large size 
of its longitudinal sample, its long period, the detailed in- 
come information that it contains and the richness of the 
characteristics regarding immigrants at the time of their 
settlement. However, this databank has some limitations, 
often inherent in the use of administrative data. Some im- 
migrants who attend a postsecondary institution in the years 
after their arrival may not know about the education 
deduction. There is therefore a risk that some immigrants 
will be wrongly identified as non-students. Moreover, certain 
variables that could enhance this study are not available 
in LAD. The field of study of individuals pursuing PSE and 
whether they obtain a degree are unknown. For filers who 
report employment income, the number of hours worked 
during the year is unknown. Whether filers who report no 
employment income actively looked for work is unknown. 


In this study, employment income is equal to the sum 
of income from employment entered on T4 slips, other in- 
come obtained from paid employment that does not appear 
on T4 slips, like tips and net income from self-employment 
(this net income can be negative). Newcomers with 
employment income in a given year are individuals who 
reported positive employment income that year. 


Employment income is used to measure different facets of 
immigrants’ economic integration. The extent to which im- 
migrants have employment income at different times, which 
indicates that they have paid employment or are self-em- 
ployed, is determined. The rate of growth of employment 
income between the first and eighth years is also studied. 
Since two individuals with the same growth rate can have 
a very different nominal increase in employment income, 
the dollar increase in employment income between the first 
and eighth years is also examined. 


All amounts are expressed in 2007 constant dollars. 


Immigrants who undertake PSE in 
Canada are more likely to have 
employment income eight years after 
their arrival 


After eight years in Canada, male and female immi- 
grants who began PSE during the second or third year 
are more likely to have employment income than their 
counterparts who did not (Chart A). However, the 
gap between immigrants with and without PSE 
undertaken in Canada is much greater for women 
(more than 15 percentage points) than men (from 1 to 
5 petcentage points) after eight years. 


The proportion of individuals with employment 
income is an indicator of their presence in the labour 
market. This proportion increases during immigrants’ 
first years in Canada and then stabilizes as the 
newcomers integrate into the labour market. 
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| Effects of non-observable variables 


LS LI SE LAY ASAE LICE OEE TES OL CSE IOI EDR LT EL IEE TE IT LE PA FE NEI EAE SEI IE TE LY I IE SE RTE ADGA PRBS NATED SEITE TSEC SR 


In this study, characteristics observable at the time of 
immigration were taken into account by means of 
multivariate analyses. However, it is not possible to take 
non-observable characteristics generally valued on the 
labour market into account, such as motivation, talent, 
problem-solving ability, ability to synthesize and commu- 
nication skills.? Immigrants who pursue postsecondary 
education (PSE) in Canada likely have more highly rewarded 
non-observable characteristics than immigrants who do not 
pursue PSE, which could explain in part why their employ- 
ment income trajectories differed over time.'° 


Also, it is possible that immigrants who undertake PSE in 
Canada are more inclined to be in the labour market. For 
example, it may be that women who pursue PSE in Canada 
are more likely to have come to Canada with career plans 


in mind, while women who do not are more likely to want 
to play a more traditional family role, either staying at home 
or holding an unspecialized job with little prospect of 
income growth. 


To ensure that the results of this study are robust in rela- 
tion to this specific phenomenon, an additional control 
variable was included in our models, namely the immi- 
grant’s intended occupation. This variable serves to distin- 
guish between those who plan to work and others, in 
addition to providing the occupation code under the 1992 
National Occupational Classification (NOC) for workers. 
The inclusion of this variable produces results similar to 
those in appearing tables 2, 3 and 4 and do not alter the 
findings of this study. 


There was a gap of 10 percentage points among 
female immigrants starting in the first year, which may 
indicate that women who do not begin PSE generally 
tend to be less present in the labour market than 
women who do begin PSE. This situation might be 
due in part to the effects of non-observable character- 
istics (see Effects of non-observable variables). This said, the 
increase in the proportion of women with employ- 
ment income between the first and eighth years is 
much greater for those who undertook PSE 
(16 percentage points) than those who did not do so 
(9 percentage points). 


The proportion of men with positive employment 
income in the first year was approximately 85%, for 
both those with and those without PSE begun in 
Canada. After the third year, an upward trend 
appeared for groups that began PSE, while the group 
that did not begin PSE exhibited a downward trend. 
After eight years, the proportion of PSE-pursuing men 
with employment income is similar to or slightly higher 
than the corresponding proportion of those who did 
not pursue PSE. 


Immigrant women who pursue PSE are 
more likely to transition from not having 
employment income to having 
employment income 


The probabilities of transitioning from having no 
employment income in the first year after arrival to 
having such earnings in the eighth year, and vice versa, 
were estimated using logistic regressions (see Regression 
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models). Vhis methodology serves to determine whether 
immigrants who pursue PSE in Canada have different 
probabilities of transitioning compared to those who 
do not, and, if so, to determine whether the discrep- 
ancy in probabilities is due to differences in immigrants’ 
characteristics at the time of their settlement. 


Table 2 shows the probability of having employment 
income in the eighth year after arrival for immigrants 
without employment income in the first year. Even 
with controls in place for individual characteristics, this 
probability is significantly greater for women who 
begin PSE (from 69% to 78%) than those who do not 
(49%). In contrast, the probability gap for men is sig- 
nificant only for those who begin PSE in the third year. 


Table 3 shows the probability of immigrants with 
employment income in the first year no longer having 
such income in the eighth year.? For women who 
begin PSE in the second or third year, the probability 
of experiencing such a transition is 10% and 13%, 
respectively. These percentages are significantly lower 
than the 19% probability for women with no PSE. 
For men, there is a significant probability gap between 
those who began PSE in the second year and those 
who did not undertake PSE. However, no significant 
difference is observed between men who began PSE 
in the third year and those who did not begin PSE. 


It can therefore be concluded that a correlation exists 
only for women between beginning PSE in Canada 
and an increased presence in the labour market. This 
increased presence of women in the labour market 
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Regression models 


Regression models were used to evaluate the probability of 
| individuals with no employment income in the first year 
_ having such income in the eighth year, and conversely the 
probability of individuals with employment income in the 
first year not having such income in the eighth year. The 
_model used is as follows: 


Prob(y,,) =O + B PSE + PPSE FBC Fe. 


The dependent variable y,, a binary variable that takes the 
value of 1 when individual / has employment income in the 
_eighth year and O otherwise. The model was estimated 
separately for individuals with and without employment 
income in the first year. The term PSE., represents a binary 
variable that takes the value of 1 if individual / began 
postsecondary education (PSE) in the second year 
and 0 otherwise. In turn, the binary variable PSE, iden- 
_tifies immigrants who began PSE in the third year. Immi- 
| grants who did not pursue PSE comprise the reference group. 
The term C consists of individual characteristics on arrival 
in Canada: age, age squared (to take the decreasing mar- 
ginal return on years of experience into account), educa- 
tion level, knowledge of an official language, immigrant 
class and country of origin. Apart from age and age squared, 
the other characteristics appear as binary variables and rep- 
resent the different values appearing in Table 1. The prob- 
ability in tables 2 and 3 correspond to the mean of the 
probabilities predicted by the model for the whole of the 
study sample (with or without employment income in the first 
year). 


ae SRS SR PONS AE ES IE EEA EO SL EL ST I AE TOES FEI TE ET TE EE 


The descriptive analysis suggests greater income growth for 
immigrants who pursue PSE. To separate out the effect of 
PSE pursued in Canada from the effect of immigrants’ in- 
dividual characteristics on arrival in Canada, two linear 
regression models were specified which were estimated 
according to the ordinary least squares method: 


Vere BPSE, a B,PSE,, = BC 1 oy 
and 


fogly) ~ logly, J= GFP PSE +p PSE EBC pe. 


In the first model, the dependent variable represents the 
difference in employment income between the eighth and 
first years. In the second model, the dependent variable 
corresponds to the difference between the logarithms for 
employment income in the eighth and first years. For low 
growth rates, the logarithmic difference is approximately 
equal to the growth rate. However, the descriptive analy- 
sis revealed that the growth rates for immigrants’ employ- 
ment income are high (Chart B). Therefore, in this study, 
the logarithmic difference underestimates the growth rate 
for employment income. The terms PSE,,, PSE., and C. are 
exactly the same as in the logistic regression model. 


All the regression models were evaluated separately for men 
and women. In addition to being evaluated as described 
above, the models were also evaluated without individual 
characteristics C.. When the results are presented, there 
is a notation as to whether the model is with or without 
individual characteristics. 


may reflect greater employability, a greater degree of 
labour force participation or a combination of the 
two. However, the probability of going from a 


situation without employment income in the first year 
to a situation with employment income in the eighth 
year is lower for women than men in all cases. Simi- 


Table 2. Probability for individuals with no employment income in the first year of having 


employment income in the eighth year 


Women Men 
Model Model Model Model 
excluding including excluding including 
individual individual individual individual 
characteristics characteristics characteristics characteristics 

% 

No PSE begun (ref.) 48.3 48.5 67.4 68.4 
PSE begun in 2nd year 71 OF 68.8* 80.0* othe 
PSE begun in 3rd year HOW: eo 90.2* S/z55 


* significant difference in relation to reference group (ref.) at the 0.05 level 


Notes: Includes only immigrants with no employment income in the first year. 


PSE = postsecondary education 


Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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larly, the probability of going from a situation with 
employment income in the first year to a situation 
without employment income in the eighth year is higher 
for women than men. This is largely a reflection of the 
differences in characteristics between male and female 
immigrants described previously. In particular, since 
women ate much less likely to belong to the skilled- 
worker category, they are less likely to have positive 
labour market outcomes. 


Both male and female immigrants who 
pursue PSE experience greater growth in 
their employment income 


This paper’s focus will now shift to the increase in 
immigrants’ employment income between the first and 
eighth years, using only immigrants with employment 
income at both these times.° 


Although women who begin PSE have a lower aver- 
age income in the first year than those who do not 
begin PSE, by the eighth year the women who began 
PSE have the higher average income (Chart B). Men 
who pursue PSE in Canada also start out with a lower 
average income but after eight years they are close 
behind men who did not pursue PSE. Consequently, 
both women and men who pursue PSE see both 
stronger growth and a larger nominal increase in their 
employment income. The employment income growth 


tate for women who do not begin PSE is 61%, 
compared to more than 125% for women who do. 
The employment income of men who do not pursue 
PSE increases by 50%, while that of men who do 
increases by more than 80%.’ 


Gaps between immigrants with and without PSE in 
Canada are still present in the majority of cases with 
controls in place for the effect of individual character- 
istics at the time of arrival, using linear regression mod- 
els (see Regression models). However, the gaps are 
reduced by adding these variables to the models 
(Table 4). The decrease in the gaps is small for 
employment income gtowth.® 


With regard to the nominal increase in employment 
income, more than three-quarters of the gap observed 
for women (without controls for individual charac- 
teristics) remains when differences in these characteris- 
tics among immigrants are taken into account. 
Immigrant women who begin PSE in the second or 
third year experience a greater increase in their 
employment income than those with do not begin 
PSE, at $8,900 and $5,500, respectively. For men who 
begin PSE in the second year, 60% of the difference 
remains when individual characteristics are taken into 
account, at $3,800. However, for men who begin PSE 
in the third year, the gap in relation to the reference 
group with no PSE in Canada 1s not significant. 


Table 3 Probability for individuals with employment income in the first year of not having 


employment income in the eighth year 


Women 


Model 
excluding 
individual 

characteristics 


characteristics 


Men 
Model Model Model 
including excluding including 
individual individual individual 


characteristics characteristics 


No PSE begun (ref.) 18.2 
PSE begun in 2nd year 10.13 
PSE begun in 3rd year 70 


* significant difference in relation to reference group (ref.) at the 0.05 level 
Notes: Includes only immigrants with employment income in the first year. 


PSE = postsecondary education 


% 


18.6 7.8 8.3 
10.3% 4.6* ayes 
12,0" 10.2 10.4 


Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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Chart B Average employment income in the first and eighth years 


thousands Werien thousands 
60 60 
50 GE No PSE begun _ No PSE begun 
CO PSE begun in 2nd year OPSE =e In aie year 
40 PSE in3 
@ PSE begun in 3rd year 40 IB PSE begun in 3rd year 
10 10 
0 0 
] 8 1 8 
Years since arrival Years since arrival 


Notes: Includes only individuals with positive employment income in the lst and 8th years. 
PSE = postsecondary education 
Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 


Thus, pursuing PSE in Canada seems to be correlated Are the outcomes different for immigrants 
with stronger growth of employment income for both who arrived with and without a university 
women and men, as well as with a larger nominal degree? 


increase in employment income for women. ; 
The evolution of employment income in relation 


to pursuing PSE in Canada does not appear to be 
different for immigrants who arrived with and 


Table 4 Growth and nominal increase in employment income 


Women Men 

Model Model Model Model 
excluding including excluding including 
Dependent individual individual individual individual 
variable characteristics characteristics characteristics characteristics 

Group compared to group Value of coefficient of interest [and its standard error] 

with no PSE begun 

PSE begun in 2nd year log(Y,)-log(Y,) 0.56* Os 0.36* Onze 
[0.06] [0.06] [0.04] [0.04] 
PSE begun in 3rd year log(Y,)-log(Y,) 0.46* 0.335 0.278 0.23% 
[0.07] [0.07] [0.06] [0.06] 
PSE begun in 2nd year Y5-¥4 10,800* 8,900* 6,400* 3,800* 
[1,200] [1,200] [1,700] [1,700] 
PSE begun in 3rd year Y,-Y, 7,200* BO OOF 5,000* 2,400 
[1,500] [1,500] [2,200] [2,200] 


* 


significant difference in relation to reference group (no PSE begun) at the 0.05 level 

Notes: Includes only individuals with positive employment income in the 1st and 8th years. 
PSE = postsecondary education 

Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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without a university degree.'' The four measures of 
the change in employment income examined are dif- 
ferent between immigrant women who begin PSE in 
Canada and those who do not, these findings applying 
both to those who arrived with and without 
a, university degree. For men, the results: are 
conclusive only with regard to the growth rate 
for employment income, as noted previously 


(Table 5). 


The results of the logistic regressions do not indicate 
that the gaps previously observed between groups 
with PSE and the reference group without PSE 
regarding the probabilities of transitioning from hav- 
ing no employment income to having such earnings, 
and vice versa, are different for immigrants with and 
without a university degree on arrival.'* Nor do the 
results of linear regressions indicate a significant dif- 
ference in the growth rate and nominal increase in 
employment income.” 


Conclusion 


This study compared the evolution, over an eight-year 
period, of the employment income of immigrants who 
began postsecondary education (PSE) in Canada in the 
second or third year after their arrival with that of 
immigrants who did not do so. Four measures were 
used: the probability of going from a situation with 
no employment income to one with employment 
income; the probability of going from a situation with 
employment income to one with no employment 
income; the rate of growth of employment income; 
and the nominal increase in employment income. 
The analysis was conducted for women and men 
separately. 


According to the four measures, women who began 
PSE in Canada have better outcomes, even when indi- 
vidual characteristics known at the time of immigra- 
tion ate taken into account. For men, the differences 


Table 5 Employment income in the first and eighth years, by education level on arrival 


Women Men 
No PSE No PSE PSE 
PSE begun in begun in PSE begun in begun in 
begun 2nd year 3rd year begun 2nd year 3rd year 
Arrived without university degree 
Proportion with employment income % 
lst year Sy Ae) 6 84.5 Coay 86.3 
8th year 66.7 81.2 88.5 92.0 92:1 
; $ 
Average employment income! 
lst year 15,500 14,200 13,500 26,900 21,400 25,600 
8th year 24,600 35,100 29,700 38,200 38,900 49,000 
% 
Growth of average employment ;. 
income,' 1st to 8th year 58.7 147.2 120.0 42.0 81.8 91.4 
Arrived with university degree 
Proportion with employment income % 
lst year ow dey! 68.3 69.6 86.1 87.6 86.5 
8th year 70.5 84.5 87.4 88.6 93.9 89.0 
$ 
Average employment income! 
lst year 26,600 18,100 16,300 41,400 28,800 28,100 
8th year 43,100 42,700 38,200 64,500 55,000 49,900 
% 
Growth of average employment 
income,!' 1st to 8th year 62.0 135:7 134.4 55.8 2170 77.6 


1. Includes only individuals with positive employment income in 1st and 8th years. 
Note: PSE = postsecondary education 
Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2007. 
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between those who began PSE and those who did 
not are significant only with respect to the growth rate 
for employment income. The evolution of employ- 
ment income related to pursuing PSE in Canada 
does not differ significantly depending on whether 
immigtants were with or without a university degree 
on arrival. 


There is therefore an association for both women and 
men between pursuing PSE in Canada and the growth 
of immigrants’ employment income over an eight-year 
period. Also, for immigrant women, PSE pursued in 
Canada is associated with greater labour force partict- 
pation eight years after their arrival. 


Since it is impossible to take the effects of some non- 
observable variables into account, these results should 
be interpreted with caution. The gaps that remain 
between immigrants who undertake PSE in Canada 
and those who do not (after individual characteristics 
known at the time of immigration are taken into 
account) are caused by the combined effects of pur- 
suing PSE in Canada and the non-observable charac- 
teristics mentioned previously. However, the relative 
importance of these two factors is unknown. Future 
research might shed light on this matter. 


The administrative data used do not show whether 
immigrants who began PSE obtained a postsecondary 
degree in Canada. What this study establishes is that 
there are certain links between immigrants attending a 
postsecondary educational institution in Canada and 
how their employment income evolves. By attending 
such an institution, newcomers obtain not only educa- 
tion but also access to guidance and job search serv- 
ices, the opportunity to perfect their knowledge of the 
official languages, the possibility of expanding and di- 
versifying their social networks and various other ad- 
vantages. In the future, it would be useful to explore 
how each of these advantages contributes to improv- 
ing immigrants’ employment prospects. It would also 
be interesting to determine whether participation 
in PSE is more beneficial to immigrants than the 
Canadian-born." 


@ Notes 


1. The unemployment rate of very recent immigrants rose 
from 1981 to 2008, whereas it declined for the Canadian- 
born (Canadian Labour and Business Centre 2004, and 
Gilmore 2009). The gap in employment income between 
very recent immigrants and the Canadian-born has 
widened since the 1970s, even for bachelor’s degree 
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holders (Picot and Sweetman 2005). Moreover, the 
proportion of very recent immigrants having a university 
degree but holding a job requiring no more than a high 
school diploma increased by 5 percentage points from 
1991 to 2006 (Galarneau and Morissette 2008). 


Anisef et al. (2010) use the Longitudinal Survey of 
Immigrants to Canada and focus on immigrants who 
arrived during the period from October 2000 to Septem- 
ber 2001 and had a university degree when they arrived. 
They separate their sample into four groups according to 
the type of postsecondary education (PSE) pursued in 
the first four years in Canada: no PSE, non-university 
PSE, university PSE in the same field as in the past, 
university PSE in another field than in the past. For each 
of these groups, they measure the employment rate six 
months after their arrival, then after four years. One of 
the main findings of the study is that the increase in the 
employment rate between these two periods ts greater for 
immigrants who pursue university PSE in Canada than 
immigrants who do not pursue PSE and those who 
pursue non-university PSE. However, the employment 
rate after four years remains lower for immigrants who 
pursued university PSE in Canada than the other two 
groups. 


To attend a Canadian postsecondary institution, it 1s 
generally necessary to have a high school diploma, which 
requires approximately 12 years of education. Immi- 
grants with less than 10 years of education on arrival are 
therefore too unlikely to attend a postsecondary institu- 
tion to be included in this study. 


However, those who begin postsecondary education 
(PSE) in the third year have one less year between the 
start of their PSE and the point when their employment 
income is recorded in the eighth year. 


According to Riddell and Song (2009), postsecondary 
education increases the probability of re-employment 
following a job loss. 


Immigrants with employment income in both the first 
and eighth years represent 79% of the men and 51% of 
the women included 1n the sample. As noted earlier, the 
definition of employment income used in this study 
includes net income from self-employment, following 
the example of Frenette and Morissette (2003). Such 
income is likely to be more unstable than the earnings of 
salaried workers. To ensure that the inclusion of this 
income does not bias the results for growth in total 
employment income, tables 4 and 5 were redone exclud- 
ing immigrants who reported such income in either the 
first or eighth year, or in both years. The results are 
similar to those appearing in this article. 


The higher growth rates generally observed for women 
reflect in part the fact that their average income is much 
lower in the first year. 
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8. The dependent variable in the regression models is the 
logarithmic difference in income between the first and 
eighth years. This ensures that the results are not 
influenced by the fact that women’s incomes are lower on 
average than men’s. 


9. The methods generally used to take the omitted hetero- 
geneity into account cannot be used in the selected 
regression models. With fixed-effects models, the de- 
pendent variable must be observed several times for the 
same individual. In this study, income is observed in the 
first and eighth years only, which is insufficient. Ran- 
dom-effects models are useful when the non-observable 
characteristics are not correlated to the independent 
variables. This condition does not apply here because the 
non-observable characteristics are expected to be corte- 
lated to pursuing postsecondary education (PSE). 


10. See, for example, Bonikowska et al. (2008) for details on 
the effect of cognitive ability on immigrants’ earnings. 


11. The findings of this study are also valid for both full- 
time and part-time postsecondary education (PSE) 
begun. Education deductions indicate how many months 
immigrants pursued full-time or part-time PSE in a 
given year. Beginning full-time PSE in a given year ts 
defined as attending a postsecondary educational institu- 
tion full-time for a minimum of four months that year. 
Immigrants who began part-time PSE did not meet this 
condition (either they studied part time only or they 
studied full time for less than four months in the first 
year of their PSE). When this distinction is made, the 
conclusions of this study are found to be adequate for all 
questions pertaining to women. Once again, the results 
for men are conclusive only with respect to the growth 
rate of employment income. 


12. Logistic regressions were carried out using a model 
similar to the one described in Regression models. How- 
ever, education level on arrival is included as a binary 
vatiable to distinguish between immigrants with and 
without a university degree on arrival. Also, two terms 
were added for the interaction between this binary 
variable on education on arrival and the two binary 
variables on PSE pursuit in Canada. The model was 
evaluated separately for the two sexes, as well as for 
individuals with and without employment income in the 
first year. The standard errors used ate robust for 
heteroscedasticity. When individual characteristics are 
taken into account, the two interaction terms are not 
jointly different from zero at the 5% significance level. 


13. The linear regression models used were similar to those 
described in Regression models. However, education level 
on arrival is included as a binary variable to distinguish 
between immigrants with and without a university 
degree on arrival. Also, two terms were added for the 
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interaction between this binary variable on education on 
arrival and the two binary variables on PSE pursuit in 
Canada. The two models were evaluated separately for 
the two sexes. When the effect of individual characteris- 
tics is taken into account, the two interaction terms are 
not jointly different from zero at the 5% significance 
level, with one exception: a slight difference is detected 
with respect to the nominal increase in employment 
income for men. This difference comes from men who 
began PSE in the third year, since no difference is detected 
for men who began PSE in the second year. 


14. While Canadian-born persons who pursue postsecondary 
education (PSE) can be identified in the Longitudinal 
Administrative Databank (LAD), their prior education 
level is unknown. 
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The wealth and finances of 


employed low-income families 


May Luong 


low-income families.’ While many people in low 

income relied on government transfers, 37% of 
these people were also part of a family in which 
someone was employed for at least one-half of the 
yeat.’ 


n 2008, over 4.1 million individuals were living in 


Employed low-income families have been the subject 
of several recent studies.’ One study found the aver- 
age income of individuals living in employed low-in- 
come families to be less than one-third of the income 
of individuals in other employed families (Fleury and 
Fortin 2004). Although fewer individuals in employed 
low-income families work full year, full time, their 
average hours worked are on par with other workers 
at around 2,000 hours (Fleury and Fortin 2006). 


Low-paying jobs are often associated with employed 
low-income families. However, while low pay was 
found to be a significant risk factor, it was not the 
most important determinant of low-income status. 
Instead, the presence of one earner (compared to 
multiple earners) and other family characteristics were 
found to be more important than pay (Fleury and 
Fortin 2006). Fortin calculated that 3.4 million of the 
employed in 2002 would drop under the low-income 
line if they experienced a separation or divorce in the 
family, or if other earners in the family experienced 
unemployment (Fortin 2007). In addition, certain 
groups like immigrants were found to be more likely 
to be part of an employed low-income family (Fortin 
2007). 


Other studies compared spending in employed low- 
income families to other groups to assess their living 
standards. Results indicate that despite their stronger 
labour force attachment and slightly higher income 
than those in other low-income families, employed 
low-income families were more likely to borrow or 
liquidate assets to make ends meet, and they had more 


work-related expenses and less access to subsidized 
housing (Fleury et al. 2005). Nevertheless, individuals 
in employed low-income families experience health 
outcomes comparable to the employed non- 
low-income and score higher than the not-employed 
low-income on a number of health measures, both in 
a given year and over the longer term (Fortin 2008). 


Although these studies shed light on the current income 
and consumption of employed low-income families, 
there remains a research gap regarding their wealth and 
financial situation. Wealth studies typically treat low- 
income families as a single group, rather than separating 
the employed from other low-income families. For 
example, one study reported that while not all low- 
income families have low wealth, the vast majority of 
low-income families have very little financial wealth 
(Morissette 2002). 


Wealth is a key aspect of long-term well-being since 
some assets can be converted into cash for 
consumption during periods of economic hardship 
(Wolff 1998). Other assets may be more difficult to 
liquidate in a short period of time but often can 
be used as security for loans. Studying the wealth and 
financial security of individuals in employed low- 
income families can provide a more complete picture 
of their long-term financial well-being and ability to 
weather short-term difficulties. 


Using the 2009 Canadian Financial Capability Survey 
(CFCS), this study examines the financial situation of 
individuals living in employed low-income families 
compared to not-employed low-income families 
and employed families not in low income. The CFCS 
provides the unique opportunity to look at respond- 
ents’ perceptions of their financial situation and their 
estimates of household assets and debts during 
a labour market downturn. Since the response rates 
for the asset and debt questions were relatively low, 


May Luong is with the Labour Statistics Division. She can be reached at 613-951-6014 or may. luong@statcan.ge.6a. 
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the tabulations were replicated 
using the 2005 Survey of Financial 
Security (SFS). The comparison 
validated the main conclusions of 
this study but also indicated that the 
CFCS measures of asset and debt 
levels should be interpreted with 
caution (see Data sources and defint- 
tions).” 


Although CFCS data were col- 
lected and processed at the indi- 
vidual level, the primary groups of 
interest were defined based on fam- 
ily income and wealth. Thus “fami- 
lies’ is used synonymously with 
‘individuals in families’ for brevity 
in this article. 


Profile of employed low- 
income families 


In 2009, there were over 1.6 million 
people age 25 to 64 living in 
employed low-income families,’ 
representing 9% of the population 
in this age group (Table 1). There 
were just fewer than 1.2 million 
people living in not-employed low- 
income families, which represented 
7% of the target population. 
Individuals in employed non-low- 
income families were in the 
majority, accounting for 77% of 
the target population of 14 million. 
The remaining 8% is made up of 
those in not-employed non-low- 
income families and is excluded 
from subsequent analyses (see Data 
sources and definitions). 


The average age of those in 
employed low-income families ts 
younger than all other groups at 
42.3 years. Almost 60% of those in 
this group are from age 25 to 44. 
This group also had the largest 
proportion of women (58%), the 
largest household size (3.6) and 
more children (1.4), on average, 
than all other groups. Almost one- 
half of employed low-income 
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Table 1. Profile of individuals age 25 to 64 by employment 


and income group 


Not- Not- 
Employed employed Employed employed 
low- low- non-low- non-low- 
income income income income 
‘000 
Population 1,632 1,187 13,999 1,434 
% 
Sample y 7 77 8 
Female 58 57 48* 2) 
years 
Mean age A2.3 ATele 43.4* Oe," 
Age distribution % 
25:10:34 28 19* 25" 1B is 
35 to 44 31 18* 23° 9* 
45 to 54 26 IA fs 30* tz 
55 to 64 15 30" 1 ae oye 
number 
Household size 3.6 DO Bi10E Dyess 
Number of children 1.4 O7” 1ROS 0735 
Family composition % 
Unattached individuals 21 ASS 16* 34* 
Couples without children 17 19* 30* 45* 
Couples with children 47 20* 50% 14* 
Lone parent is We 4* 6* 
Highest education level 
Less than high school diploma 23 Som 1 18* 
High school diploma or 
equivalent 26 Des? 193 De 


Some college, trade, 

vocational or technical 

school, CEGEP, or university 10 9* 10 12% 
College, trade, vocational or 

technical school, CEGEP, 


certificate or diploma 24 18* ay hes 235 
University undergraduate 
degree 11 9* 23" 15% 
University graduate degree 7 3 lee var 
$ 
Median household income 25,000 15,000* 90,000* 55,000* 
Median adjusted 
household income 15,000 11,000* 52,500* 38,900* 


* significant difference from the employed low-income (reference group) at the 5% level 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


families are couples with children and 15% are lone parents. Compared to 
those in low-income families with no one employed, those in employed 
low-income families are somewhat better-educated with 24% holding a 
college diploma and 18% holding a university degree (undergraduate and 
graduate). 
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Data sources and definitions 


The Canadian Financial Capability Survey (CFCS) is a 
voluntary survey conducted in 2009, targeting persons 18 
years of age and over. Full-time residents of Yukon, the 
Northwest Territories and Nunavut were excluded. Since the 
survey was conducted using a sample of telephone numbers, 
the 8% of households without telephones or with cell phones 
only were excluded. One respondent was selected from each 
household. The CFCS sheds light on respondents’ personal 
knowledge, abilities and behaviours concerning financial 
decision-making. Information on their families’ assets, debts, 
and net worth is also available. Although family-level 
responses may not apply to all family units in the sampled 
household, the data are weighted to represent all individuals 
in the target population. 


One limitation of the CFCS is that only about 50% of the 
respondents completely reported their assets and net worth. 
Given the high item non-response rate, biased estimates of 
wealth differences among groups were a possibility. Prior 
to 2009, asset and debt information was most recently 
collected in the 2005 Survey of Financial Security (SFS). 
Although the number of responses to the 2005 SFS was 
smaller than the number of responses to the CFCS (6,000 
compared to 15,500), the item response rates for wealth 
items were higher and imputed if missing. The SFS thus 
provides a ready source for the validation of CFCS estimates 
even though its sample size limits the precision of estimates 
for smaller population groups. As such, the asset and debt 
tabulations were replicated using the 2005 SFS. The results 
presented in this article would be substantially the same for 
each survey even though many estimates differed in level. 
Thus the CFCS can identify statistically significant differences 
in assets and debts among groups, although the levels may 
be biased and should not be used to infer trends in relation 
to‘the 2005 (or 1999). SFS. 


The target population for this study includes individuals from 
age 25 to 64. Students are excluded. The target population 
is divided into four groups: 

e individuals in employed low-income families 


e individuals in not-employed low-income families 


SS RE ET EE LE LI EI LTE LL SITE LT LI GP BDI TE DIE AIDEN VE SEE GEE GENCE SE REI ECTS ST TID SIS AIEEE 5 SE DI DSTO TPE EIDE SI EAE SESE DS OEE EE SOE 


e individuals in employed non-low-income families 


e individuals in not-employed non-low-income families. 


The target population included 10,875 respondents and 
represented over 18 million individuals in 2009. The sample 
of individuals living in employed low-income families was 
1,010. Only the first three groups are examined in the main 
analysis. 


The employed low-income group must be framed within the 
household and family contexts, as household income is used 
to determine the group’s low-income status and the family 
is used to determine employed or not-employed status. An 
employed family is defined as a family with at least one 
employed individual. Therefore an individual living in an 
employed low-income family may not actually be employed 
himself or herself. Assets and debts are also reported at the 
family level in the CFCS. Thus, the major units of analysis 
in this report are defined along family concepts. On the 
other hand, the household reference person rather than the 
family is the unit of analysis in the CFCS, and questions 
relating to financial security are directed to that individual. 
Furthermore, LIM also uses adjusted household income 
observed at the person level.° Therefore, this study more 
accurately examines ‘individuals living in employed low- 
income families’ rather than ‘employed low-income families’ 
or ‘employed low-income individuals.’ However, for 
simplicity, this paper will refer to ‘individuals living in 
employed-low-income families’ as ‘employed low-income 
families,’ and similarly so for comparison groups.® See the 
appendix for a comparison of low income calculated using 
the CFCS and SLID. 


Wealth (net worth) is defined as the difference between | 
a family’s assets and its total debts. Future entitlements to 
social security provided by the government such as Old Age 
Security, and Canada Pension Plan and Quebec Pension 
Plan benefits are not included as they were not available 
in the CFCS. 


The median household income for employed low- 
income families was $25,000 in 2009 compared to 
$15,000 for low-income families with no one 
employed. Since the not-employed families were 
smaller, the difference between the two groups shrank 
after adjustments were made for family size: from 
$10,000 to $4,000. Similar to previous findings, the 
adjusted household income of employed low-income 
families was less than one-third of that of employed 
non-low-income families. 
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Among low-income families, the 
employed have higher median wealth 


Wealth or net worth is defined as the difference 
between a family’s total assets and total debts.* Since 
wealth varies by age, the results are standardized to the 
age distribution of individuals in employed low- 
income families to counteract the effect of age 
differences among the groups. 
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On avetage, employed low- 
income families have greater 
wealth than other low-income 
families, but lower wealth than 
employed non-low-income fami- 
lies. The median net worth of em- 
ployed low-income families was 
$19,000 compared to $1,000 for 
other low-income families, and 
$257,700 for employed non-low- 
income families (Table 2). 


Assets 


The assets contributing to net 
worth highlight further differences 
among groups. The median value 
of total assets for employed low- 
income families ($60,000) fell 
between the other two groups: 
significantly higher than the other 
low-income group ($3,000) but 
less than one-sixth of the median 
of the other employed group 
($389,200). 


Home equity is the most valuable 
asset for many Canadians. More 
than one-half of employed low- 
income families owned their homes 
compared to just over one-third of 
the other low-income group. 


Employed low-income families 
were also more likely to hold 
other financial assets (excluding 
RRSPs) than other low-income 
families. Furthermore, 42% of the 
employed low-income had RRSPs 
compared to 22% among other 
low-income families. The liquidity 
of such assets can help families 
weather temporary shocks like the 
loss of a job or an unexpected 
expense. 


Although Registered Education 
Savings Plans (RESPs) are used by 
relatively few low-income families, 
employed low-income families are 
twice as likely to hold an RESP 
compared to other low-income 
families (20% versus 10%). 


Table 2 Assets, debts, and net worth by employment income 


group 
Not- 
Employed employed Employed 
low- low- non-low- 
income income income 
Net worth $ 
Median value of net worth 19,000 1,000* DS ROOF 
Mean value of net worth 151,000 41,700* 531,600* 
% 
Net worth not stated 54 45 49 
Assets $ 
Median value of total assets 60,000 3,000* 389 ,200* 
Mean value of total assets 200,900 59,100* 643,600* 
Type of asset % 
Tangible assets 87 O75 oie 
Home ownership 
Owns home without mortgage 20 20 22. 
Owns home with mortgage 38 16" 30" 
Does not own home 42 64* 20* 
years 
Average years of remaining mortgage 16.0 Well’ 142* 
% 
RRSP 42 D2 81* 
RESP 20 10* Dos 
Other financial assets a2 Sie Tsk 
Business assets 16 F 18* 
No assets 13 36 lis 
Total assets not stated 5] 42 48 
Debts $ 
Median total debt 10,000 @) 50,000 
Mean total debt 63,000 17,300* 1 TS OO= 
ratio 
Median debt-to-income ratio 1.00 0.64* 0.90* 
Median debt-to-asset ratio 0.44 0.49* Os 
Type of debt % 
Mortgage 42 Gir 64* 
Student loan 13 iy 14 
Outstanding credit card balance 40 26* 4] 
Outstanding balance on line of credit 21 te 38" 
Other loans and liabilities 25 eS 30* 
No debts or liabilities 3] Bio" Ze 
Total debts not stated 20 17 18 


* 


significant difference from the employed low-income (reference group) at the 5% level 


Note: Median values are bootstrap-weighted but not age-standardized. Age-standardized 
medians are estimated but not reported in the table as they cannot be bootstrap- 
weighted and tested for significance. Individuals in employed low-income families are 
used as the base profile so medians do not change for this group. The age-standardized 
median net worth value is $250 for not-employed low-income families, and $247,000 for 
employed non-low-income families. The age-standardized median total assets are 
$2,000 for not-employed low-income families, and $382,300 for employed non-low- 
income families. The age-standardized median total debt is $0 for not-employed low- 
income families, and $55,000 for employed non-low-income families. 

Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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About 1 in 6 (16%) employed low-income families 
held business assets—slightly less than the 18% of 
employed non-low-income families who held such 
assets. 


Debts and liabilities 


In addition to having a higher level of assets, employed 
low-income families also carried more debt, on aver- 
age, than other low-income families. Just over one- 
half (56%) of not-employed low-income families 
carried no debt compared to 31% of employed 
low-income families. 


The higher incidence of debt among employed 
low-income families was primarily due to mortgages. 
Notably, 42% of employed low-income families had 
mortgages on their homes compared to 16% of other 
low-income families. Employed low-income families 
also surpassed other low-income families in the inci- 
dence of all other types of debt except student loans. 
Counter to most financial advice, 4 in 10 employed 
low-income families carry outstanding credit card bal- 
ances. 


In summary, the average wealth of employed 
low-income families exceeded that of other 
low-income families, but was significantly lower 
than that of employed non-low-income families. 
Did these differences in wealth translate into 
other indicators of financial security? The next 


Table 3 Household budget and expenses by family type 


The wealth and finances of employed low-income families 


section looks at the financial security of employed 
low-income families compared to the other two 
groups. 


Employed low-income families less likely 
to be behind on payments than others in 
low income 


Over one-half of all families reported having a house- 
hold budget (Table 3). A slightly smaller proportion 
of employed low-income families reported having a 
household budget (54%) than other groups. However, 
they were also less likely to report rarely or never stay- 
ing within their budget (11%) than the other low-in- 
come group (14%). In other words, they were a bit 
better at staying on budget than the other low-income 
families. 


Just over one-half of employed low-income families 
have monthly expenses under $2,000 compared to 
3 out of 4 in the other low-income group. Despite 
higher spending, a smaller proportion of employed 
low-income families reported falling behind on pay- 
ments.” 


Employed low-income families more 
likely than other low-income families to 
have enough savings to cover unexpected 
expenses 


Having a ‘rainy day’ fund helps during periods of 
financial hardship or given an unexpected expense. 
When asked what individuals 
would do given a $500 unexpected 
expense, 46% of those in employed 
low-income families said they 
would use savings to cover such an 


Not- he : 
Employed employed Employed expense (Chart A). This is higher 
low- low- non-low- than the other low-income group 
Income Nee Ie res a (with no employed family mem- 
of bers), among whom less than one- 
: ings t f 
Have a household budget 54 ey! DD third would use savings to cove 
Rarely/never stay on budget 1] 14* Pe such an expense. 
Average monthly expenses . ‘ However, if) the unexpected 
Less than $2,000 53 76 2 $5,000, th 
$2,000 to $3,999 40 22%* 55* expense were p05, te propor- 
$4,000 or more 7 F We tion of employed low-income 
At least two months behind in... families who would use savings 
Paying bills ao ee i to covet the expense would only 
Mortgage payments : : 0 
i aaaoarinenis 5 9 9 be slightly higher (17%) than the 


* significant difference from the employed low-income (reference group) at the 5% level 
Note: Results are age-standardized. 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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other low-income group (14%) 
(Chart B). 
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Chart A Ability to pay a $500 unexpected expense by 


family type 


% $500 unexpected expense 


[© Employed low-income 


1 Employed non-low-income 


Savings Borrow from 
friends or 
relatives 


* 


Employed low-income families 
would be less likely to borrow 
from friends or relatives than other 
low-income families (11% and 
16%, respectively) but a higher 
proportion would draw on lines of 
credit or credit cards (39% versus 
28%). For a larger unexpected 
expense, both low-income groups 
would be less likely to go to their 
friends or families for a loan. 
Instead, over one-half of employed 
low-income families would 
borrow the $5,000 from a line of 
credit or credit card, compared to 
just over one-third of the other 
low-income group. The not- 
employed low-income were more 
likely to report that they would be 
unable to pay (52%) than employed 
low-income families (30%). 
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significant difference from the employed low-income (reference group) at the 5% level 

Note: Results are age-standardized. Proportions may not add to 100% as categories are not 
mutually exclusive. Individuals may have multiple responses. 

Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


Employed low-income 

families more likely to 
prepare for retirement 
than other low-income 


group 


Over one-half of employed 
low-income families reported pre- 
paring financially for retirement 
compared to less than one-quarter 
of the other low-income families 
(Table 4). A slightly higher propor- 
tion of not-employed low-income 
families plan to rely on government 
pensions than employed low- 
income families (86% and 81%, 
respectively). However, a higher 
proportion of the employed low- 
income included employer pen- 
sions as a planned source of 
retirement revenue than others in 
low income (44% and 33%, respec- 
tively). 


@ Not-employed low-income 


Use loan, Not able to pay 
line of credit 


or credit card 


Chart B_ Ability to pay a $5,000 unexpected expense by 
family type 


% $5,000 unexpected expense 


Employed low-income 
i Not-employed low-income 


1 Employed non-low-income 


Savings Borrow from Use loan, Not able to pay 
friends or line of credit 
relatives or credit card 


* significant difference from the employed low-income (reference group) at the 5% level 

Note: Results are age-standardized. Proportions may not add to 100% as categories are not 
mutually exclusive. Individuals may have multiple responses. 

Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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Table 4 Retirement preparation by family type 


Not- 
Employed employed Employed 
low- low- non-low- 
income income income 
% 
Financially preparing for retirement 52 24* 85* 
Sources of revenue included 
in financial plan 
Government pensions 81 86* eye 
Employer pensions 44 oo. Gl" 
RRSP 65 50% 85* 
Sale of assets 31 33 357 
Rely on family or inheritance 30 oo Ih fe 
Earnings in retirement 53 50* Sy) 
Reason for not financially 
preparing for retirement! 
Can't afford to, don’t earn enough, 
income too low 50 yeh! AY 
Don’t have a job, haven’t worked long enough 14 40* OF 
Too many debts, bills, financial commitments 8 Yi Lie 
Don’t think about it, haven’t got around to it 11 Ve 13 
I’m young, lots of time 10 F 1] 
Level of confidence of income 
in retirement 
Very confident 12 14* 18* 
Fairly confident 38 28* Si 
Not very confident 33 313 22 
Not at all confident 16 26* ln 
Know level of income needed in retirement 26 22% 48* 


* significant difference from the employed low-income (reference group) at the 5% level 

1. Other reasons not shown in this table for not planning for retirement include relying on 
government pension; relying on partner’s pension; relying on future inheritance; relying on 
financial support from family; don’t think I'll live that long; waiting to get a job with a 
pension plan; and other reasons. Data for these reasons are excluded from the table due to 


low cell count. 


Note: Results are age-standardized. Proportions for sources of revenue and reason not 
financially prepared may not add to 100% as responses are not mutually exclusive. 
Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


RRSPs also figured into many 
families’ retirement plans. Em- 
ployed low-income families were 
mote likely to include RRSPs (65%) 
in their retirement plans than 
others in low income (50%). 
Although both low-income groups 
had lower intentions of using 
RRSPs in retirement than employed 
non-low-income families, RRSPs 
may not be the best retirement 
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savings vehicle for many in low 
income. Since the main transfer 
program for low-income seniors, 
the Guaranteed Income Supple- 
ment (GIS), is reduced by 50 cents 
for each dollar of additional in- 
come above an income threshold, 
the advantages of investing in 
RRSPs are diminished for low- 
income families. Previous research 
indicated that low-income non- 


savers may be better off than those 
with modest savings given the GIS 
eligibility requirements in place at 
the time (Shillington 2003). 


Working during the retirement 
years is another option. Despite the 
differeicese i ~their *cutrent 
situations, similar proportions of 
each group reported that they 
would at least partially rely on 
employment earnings when they 
retire—ranging from 50% to 53%. 
While working during the 
retirement years is likely to be 
financially driven, it is becoming 
more common and previous 
research has concluded that it may 
often be a choice rather than a 
necessity (Hébert and Luong 2008). 


For those who reported they were 
not financially preparing for 
retirement, the most frequent 
reason was “can’t afford to, don’t 
earn enough, income too low.” 
Employed low-income families 
were most likely to cite this reason 
(50%) followed by the employed 
non-low-income group (42%). On 
the other hand, 40% of the not- 
employed low-income group 
reported “don’t have a job, haven’t 
worked long enough” as their 
reason for not financially preparing 
for retirement compared to 14% 
of the employed low-income 
group—a reminder that the 
concept of retirement is, after all, 
linked to long-term labour force 
attachment. 


When asked how confident 
respondents were that their 
household income in retirement 
would provide the standard 
of living they anticipated, few 
low-income families were very 
confident (12% for employed 
families and 14% for not- 
employed families). However, 
employed low-income families 
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were more likely to report being fairly confident than 
the other low-income group (38% versus 28%). 
Although one-half of employed low-income families 
were very or fairly confident in their income adequacy 
in retirement, just one-quarter knew how much money 
would be needed to maintain their desired standard 
of living. This likely reflects the range of factors that 
can affect income retirement adequacy, as well as the 
range of opinions on the topic. 


Conclusion 


In addition to income, wealth is an important indicator 
of well-being since some assets could presumably be 
converted into cash for immediate consumption 
needs, especially during periods of economic hardship. 
This study examined the wealth, financial security and 
retirement plans of individuals living in employed low- 
income families compared to those in not-employed 
low-income families and those in employed non-low- 
income families. 


On the whole, the wealth of employed low-income 
families was higher than that of not-employed low- 
income families, but was significantly lower than that 
of the employed non-low-income group. An 
examination of assets and debts adds nuances to this 
finding. While 69% of employed low-income families 
carried debt compared to 44% of the other low- 
income group, a large proportion of their debt took 
the form of residential mortgages. Much of their debt 
thus supported the long-term advantages of home 
ownership: greater wealth and lower housing expenses 
when the mortgage is paid off. However, employed 
low-income families were also more likely to carry 
consumer debt than the other low-income group. 
Notably, 4 in 10 employed low-income families carry 
outstanding credit card debt. 


Indicators of financial security again highlight some 
differences between employed and not-employed 
low-income families, as well as their position relative 
to families not in low income. Employed low-income 
families were less likely to report not keeping up with 
payments than other low-income families, despite 
higher expenses. Nevertheless, when compared to the 
other employed group, employed low-income families 
were twice as likely to be behind in their payments. 


Another indicator of financial security is how families 
would deal with an unexpected expense. Compared 
to others in low income, a smaller proportion of em- 
ployed low-income families reported that they would 
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not be able to cover the expense, whether the amount 
were $500 or $5,000. Moreover, the employed low- 
income group would be more likely to use savings to 
cover such an expense than the other low-income 
group. Altogether, these results indicate that employed 
low-income families were likely to feel more finan- 
cially secure than the other low-income families but 
likely to feel less secure than families who weren’t in 
low income. 


Retirement planning also differed for the two low- 
income groups. Employed low-income families were 
more likely to have a plan that included more diverse 
sources of income than other low-income families. 
Families with a weaker connection to the labour 
market would be less likely to include workplace 
pensions or group RRSPs in their plans. Moreover, 
retirement planning may be a moot point for some 
since government pensions and other transfers to 
seniors replace a higher level of pre-retirement income 
for those near the bottom of the income distribution 
(LaRochelle-Cote et al. 2010). 


= Notes 


1. Estimated using the Low Income Measure (LIM) from 
the 2008 Survey of Labour and Income Dynamics. LIM 
is defined as 50% of the median of the adjusted 
household income over the population of individuals. 


2. Using the 2008 Survey of Labour and Income Dynamics, 
the proportion of the low-income who were part of an 
employed family is based on the definition of an 
employed family where either the reference person or the 
spouse was employed a minimum of 910 hours during 
the reference year (Fleury and Fortin 2006). This propor- 
tion increases to 51% of all families when those with any 
work hours are included. 


3. Previous studies have used the term ‘working poor.’ 
Statistics Canada does not measure poverty—it measures 
low income. 


4. The inter-group differences in assets and debts were in 
the same direction and were statistically significant in 
both surveys, but varied in level. There was no clear 
pattern in the SFS—CFCS-level differences—they were 
negative in some cases, positive in others. 


5. LIM previously estimated the median over the popula- 
tion of families. However, this has been revised and it 
now estimates the median over the population of 
individuals. LIM is now defined as 50% of the median 
of the adjusted household income observed at the 
person level (Murphy et al. 2010). 
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Appendix 


Employment and low-income definition comparisons between SLID and the CFCS 
SS EL TE SE SD L,I SD SD TREC IRE GES TPE BRS ESTE SEE ESTE CEE IEEE I EPI OS EEN 


Using the CFCS, individual employment status is identified using the variable 
LF_QO1, which asks about the respondent’s employment status. Respondents are 
flagged as employed if they reported currently being employed or self-employed 
(regardless of the number of hours worked per week). Additionally, the variable 
LF_QO5 is similarly used to determine the employment status of the spouse. 


In this study, low-income status is defined by adjusting the self-reported total 
household income before taxes by the square root of the household size.'° The 
low-income threshold for 2008"' is $21,189'2 and is used to determine whether 
families are living in low income. Those who had adjusted total household 
income!® before taxes below the LIM threshold are flagged as living in low in- 
come. Finally, individuals are categorized as employed low-income, not-employed 
low-income or employed non-low-income based on their employment and low- 
income status. 


Two employment definitions using the 2008 Survey of Labour and Income Dynamics 
(SLID) are used for comparison with the CFCS. Previously, Fleury and Fortin (2006) 
identified 910 hours as the threshold for being employed. They reasoned that an 


Table 5 SLID and CFCS definition comparison of employment 
income groups from age 25 to 64 


SLID GFES 
Work hours Work hours Self- 
910 or more more than 0 reported Population 
‘000 

Total population 18,428 18,253 
% % ‘000 
Employed 82 89 86 15,631 
Low-income 14 14 15 2,819 
Employed low-income 7 g 9 1,632 
Not-employed low-income 8 6 vf 187 
Employed non-low-income 76 81 TE 13,999 
Not-employed non-low-income 10 5 8 1,434 


Note: Total annual hours were used and divided by 52 weeks to estimate weekly hours worked. 


| Sources: Statistics Canada, Survey of Labour and Income Dynamics (SLID), 2008; Canadian 
Financial Capability Survey (CFCS), 2009. 


individual (or his or her spouse) 
should work for at least half the year 
in order to be considered employed. 
However, hours of work information 
was not available in the CFCS, thus 
an alternate definition was used: 
whether an individual (or their spouse) 
was employed at the time of the sur- 
vey. 


Results indicate the proportion em- 
ployed estimated by the CFCS falls 
between the two SLID estimates 
(Table 5). The estimates using both 
surveys for the low-income estimates 
are very close, with the CFCS higher 
by 1 percentage point. 


The proportion of individuals in em- 
ployed low-income families in the 
CFCS matches that of the positive 
hours estimate in SLID (9%). The CFCS 
estimates for all the other groups fall 
somewhere between the two SLID 
definitions. 


Overall, the proportion by employ- 
ment and low-income status estimated 
by the CFCS is comparable to that for 
both measures using SLID. A closer ex- 
amination of the sample profile by 
family type shows similar distributions 
between the SLID self-reported defi- 
nition and the CFCS definition. There- 
fore, the samples are sufficiently 
consistent between the two surveys 
to conclude that the CFCS provides 
an accurate representation of the | 
employed low-income group. 


Individuals living in not-employed low-income families 
may be referred to as ‘the not-employed low-income’ or 
‘the other low-income group.’ Individuals living in 
employed non-low-income families may be referred to as 
‘the employed non-low-income’ or ‘the other employed 


group.’ 
An individual was defined as living in an employed 


family if the respondent and/or his or her spouse was 
employed at the time of the survey. 


Morissette et al. (2002) used the same definition of 
wealth as this study. However, it was not possible to 
examine ‘financial wealth‘ using the CFCS since net 
housing equity and net business equity cannot be 
separated from total asset value. 
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10. 


1 


12, 


The CFCS asked respondents whether they had been 
behind on various payments for two consecutive months 
or more. 


In 2010, the equivalence scale was changed from a given 
weight depending on the age and number of family 
members to simply taking the square root of the 
household size (Murphy et al. 2010). 


Although the CFCS was conducted in 2009, income is 
reported for 2008. 


LIM is defined as 50% of the median of the adjusted 
household income over the population of individuals. 
In this analysis, the LIM threshold for 2008 ($21,189) 
was used as the threshold for determining whether an 
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individual was in low income. This threshold was 
calculated using income data from the Survey of Labour 
and Income Dynamics and can be found in CANSIM 
Table 202-0808. Although the CFCS was conducted in 
2009, the reference year for the income information 1s 
2008. Therefore, the 2008 LIM threshold was used. 


13. Another change made to LIM is the use of household 
income rather than economic family income (Murphy et 


al. 2010). 
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Job-related training 


of immigrants 


Jungwee Park 


ve to challenges associated with differences 

in language, culture and labour market 

networks, immigrants may find it difficult to 
acquire job-related training in Canada. Similarly, 
immigrants with credentials and skills obtained in for- 
eign counttfies may encounter difficulties getting their 
qualifications and experience recognized. This could 
act as a barrier to job training, especially if training 
prerequisites are related to credentials (Lochhead 2002). 
To the extent that such barriers exist, they could 
impede the labour market integration of newcomers 
since most immigrants do plan to get job-related train- 
ing or education (Statistics Canada 2003). 


Few recent Canadian studies have investigated job- 
related training among immigrants. Using data from 
the 1998 Adult Education and Training Survey 
(AETS), Hum and Simpson (2003) reported that 
immigrant workers had a lower participation rate in 
job-related training than their Canadian-born counter- 
parts (Hum and Simpson 2003). According to this 
study, immigrants who arrived in Canada as adults, in 
particular, trained less.' Since other research indicates 
that the labour market situation of immigrants has 
deteriorated in the past decade, their training situation 
merits updating. 


Although immigration status by itself provides useful 
information, there are other characteristics of new- 
comets that may affect training. Economic, family- 
class and refugee immigrants arrive under different 
circumstances and thus have different training needs. 
Age at attival and source country may also affect train- 
ing. Immigrants’ situations will also evolve after they 
attive, so time since immigration and citizenship are 
other likely sources of variation. 


The Access and Support to Education and Training 
Survey (ASETS), most recently conducted in 2008, 
provides detailed information on adult education in- 


Jungwee Park is with the Labour Statistics Division. He can 
be reached at 613-951-4598 or jungwee.park@statcan.g¢.ca. 
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cluding job-related training (see Data source and defini- 
tions). The survey also collects data on demographic, 
labour market and immigration characteristics. This 
article focuses on the population age 18 to 64 who 
worked at a job or business at any time between July 
2007 and June 2008, excluding full-time students and 
temporary residents. 


In addition to current job training, this article also cov- 
ets job training during the past 5 years, which helps to 
assess whether persistent differences in job-related 
training opportunities among subgroups of employ- 
ees exist. 


Immigrants and non-immigrants are compared across 
several aspects of job-related training—participation, 
intensity, and percetved barriers—in order to answer 
the following research questions: 


1. To what extent do immigrant employees partict- 
pate in job-related training? Is their participation 
comparable to that of Canadian-born workers? 
Are there differences in the subjects, objectives and 
satisfaction with training between the two groups? 


2. Are there any sub-groups of immigrant employ- 
ees who show significantly different levels of par- 
ticipation in job-related training? 


3. Ate there differences in the intensity ce.job-= 
related training between immigrants and the 
Canadian-born? Are there differences in 
employer support for training activities? 


4. Which demographic and labour market charac- 
teristics are related to the likelihood of immigrant 
employees’ participation in job training? Com- 
pared to the Canadian-born, is the training 
of immigrant workers correlated with similar fac- 
tors? 


5. To what extent do immigrant employees perceive 
barriers to job-related training? Do foreign-born 
workers perceive different barriers compared with 
Canadian-born workers? 


Perspectives on Labour and Income / 39 


Job-related training of immigrants 


Data source and definitions 


| The data source is the most recent cycle (2008) of the 
Access and Support to Education and Training Survey 
(ASETS). ASETS is a new survey of 72,000 households and 
is a combination of three previously conducted surveys: the 
Survey of Approaches to Educational Planning, the Post- 
Secondary Education Participation Survey, and the Adult 
Education and Training Survey (Statistics Canada 2008). 
Data collection took place between June and October 2008. 
Most survey questions refer to activities undertaken between 
July 2007 and June 2008. Information collected in this 
survey includes the incidence and intensity of adults’ par- 
| ticipation in job-related training, a profile of employer 
| support, and barriers preventing individuals from partici- 
| pating in training they want or need to take. The survey 
| also contains information on labour market and other 
| personal characteristics. ASETS collects immigration-related 
information such as respondents’ immigration status, age 
| at immigration, immigration class, country of birth and 
| citizenship status. 


For this study, the population includes those age 18 to 64 
| who worked at a job or business at any time between July 
| 2007 and June 2008 (total 17.0 million, immigrants 
eee million), excluding full-time students and those who are 

neither Canadian citizens nor landed immigrants. The 

sample size was 17,500 (immigrant n=2,300). 


| 

| Given the complex nature of the survey design, bootstrap 
| estimation was used to derive the variances for odds 
| ratios and percentages. 


_ Job-related learning refers to activities under taken for 
the development or upgrading of skills for use in present 
or future employment rather than personal interest or other 
| non-employment related reasons. ASETS collected infor- 
mation on two components of lifelong learning—education 
and training. Job education, also referred to as ‘educa- 
tion programs,’ encompasses learning activities provided 
in formal systems of education, which lead to a formal 
education credential, including primary and secondary level 
education, and postsecondary education like university and 
college diplomas and degrees. On the other hand, job 
training, also referred to as ‘training activities,’ includes 
courses and workshops not leading to a formal education 
credential. 


Employer support consists of one or more of the follow- 
ing: providing the training, paying for the training (either 
directly or by reimbursing the employee), allowing a flex- 


el 


ible work schedule to accommodate training or providing 
transportation to and from the training location. ASETS 
collected information on employer support for one randomly 
selected training activity rather than all training activities. 


Satisfaction with training participation is determined 
by a response to the following question asked to training 
participants: “Were there any circumstances that made it 
difficult for you to participate in this program?” If the re- 
sponse was “no difficulty,” the participant was considered 
satisfied with his or her training participation. The survey 
considered “difficult circumstances” to include “you were 
too busy at work,” “your program conflicted with your work 
schedule,” “there was lack of support from your employer,” 
“your family responsibilities were too great,” “you had 
financial constraints,” or “another reason.” 


Satisfaction with training effect is measured by a 
series of questions asking if the most recent job-related train- 
ing had actually helped achieve each of their training 
objectives up to now (Table 3). If a respondent answered 
positively to any one of those questions, he or she was 
considered satisfied with the effect of the training. 


Occupational skill includes four groups based on HRSDC’s 
National Occupational Classification Matrix 2006: 


@ management 
@ occupations that usually require a university education 


@ occupations that usually require a college education or 
apprenticeship training 


® occupations that usually require secondary school and/ 
or occupation-specific training, and occupations for which 
on-the-job training is usually provided. 


Industry was divided into two categories: 


@ goods-producing industries comprising agriculture, for- 
estry, fishing, mining, oil and gas, utilities, construction, 
and manufacturing 


e@ service industries comprising trade, transportation, 
finance, insurance, real estate and leasing, professional, 
scientific and technical services, education, health care 
and social assistance, information, culture and recrea- 
tion, accommodation and food services, and public 
administration. 


Job-related training versus job education 


Job-related learning can be divided into job-related 


education, on the other hand, involves programs lead- 
ing to formal credentials (Knighton et al. 2009). Both 


types include employer-supported and non-supported 
activities. This analysis focuses on job-related training 
rather than job education since training is by far the 
larger component? (for job education undertaken by 
immigrants, see Job-related education programs). 


training and job education related to a current or 
future job. Job-related training encompasses structured 
learning activities and includes courses, workshops, 
private lessons and guided on-the-job training, but 
does not lead to a formal education credential. Job 
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Job-related education programs 
SS EE ET AVL L IS PG NEN SRT RSE LBP BS MP ED SR SOR SLY ST ST RO STS PTS BOT ABE EES DEBE BITE 2 EE IE ELI NST EI SEI IE ETE 
In 2008, about 1 in 10 employees Table 1 Job-related programs taken by Canadian-born and 
participated in job-related education immigrant employees 
programs (Table 1). Almost one-half of 
those participants were supported by 
their employers. Between immigrant Men Women 
and Canadian-born employees, there Oe eres ae tan es : : 
were no statistically significant differ- Canadian- Immi- Canadian- a 
ences in participation in job-related born grcnts born g)cruls 
education programs leading to a for- 
mal credential. In terms of the type of % 
programs, however, there was a sig- Overall participation 10.6 bi ie 12.6 Led 
nificant difference between immigrants 
and non-immigrants. Among male Employer support 
participants, a significantly greater pro- among participants 54.1 44.7 46.5 46.7 
portion of immigrants than their Ca- 
nadian-born counterparts took an Program type leading 
education program leading to a cre- to credentials 
dential above the bachelor level. This Lower than bachelors degree 40.1 BOs 36.4 2921 
reflects the higher education level of Bachelors degree 19:2 14.6 20.9 16.0§ 
immigrants compared to the Canadian- Higher than bachelors degree 25:3 41.0* 279 34.3 
born population. Other 6.05 F 8.8 F 
* significantly different from the Canadian-born population at the 5% level 
Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 


Immigrant workers had lower 
participation in job-related training 


Overall, Canadian-born employees received mote job- 
related training than immigrant employees (Chart A). 
Between July 2007 and June 2008, 35% of Canadian- 
born men received job training compared to 31% of 
immigrant men. Among women, 37% of the Cana- 
dian-born and 33% of immigrant workers took some 
job-related training. 


Job-training experiences over the past 5 years also 
differed. For example, 62% of immigrant women 
employees reported not having received any job 
training in this period compared to 53% of non- 
immigrant women. 


Reseatch shows that previous training increases the 
likelihood of taking further training (Hum and 
Simpson 2003). Indeed, more than 60% of workers 
who received job training in 2008 reported that they 
had some training in the previous 5 years while only 
36% of non-participants reported that they had some 
training in that period (data not shown). 


Most training (83%) was at least partially supported 
by the employer. Means of support can include paying 
for training or allowing flexible hours (see Data source 
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Chart A Immigrants had lower participation 
in job training 


Women 


Men Women Men 
2008 2002 to 2007 


( Canadian-born Immigrants 


* significantly different from the native-born population at the 
5% level 
Source: Statistics Canada, Access and Support to Education and 
Training Survey, 2008. 
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and definitions). The gap between immigrant and non- Sa eT TE 


immigrant workers in terms of employer-supported Chart B_ Immigrants had lower participation 
job training was greater than the gap in overall training in employer-supported job training 
activities (Chart B). Immigrant employees were less 
likely to take job-related courses that their employers 
supported in any way than their non-immigrant coun- 
terparts. Much of the gap was due to differences in 
the rate of financial support for training. 


Similar subjects, goals and results of job 
training for immigrants and Canadian- 
born 


ASETS collects information on the main subject of 
one job-related course and classifies it into 1 of 14 


he : : : Men Women Men Women 
categories.’ The categories range from apprenticeship ‘a 
training to professional training and personal devel- pvc le, leat ath ae 

suppor 
opment. support PE, 

; Vee Canadian-born Immigrants 
Professional training was the most frequently men- rr me 
tioned category for immigrants, accounting for one- * significantly different from the native-born population at the 5% 
quarter of training activities of both women and men Pv CL aeuihey : 

; ea Source: Statistics Canada, Access and Support to Education and 
(Table 2). A greater proportion of training taken by Training Survey, 2008. 


immigrant men (16%) was computer-related courses 
compared to their non-immigrant counterparts (9%). 
On the other hand, training taken by Canadian-born 


men was mote likely to be related to apprenticeship, was mentioned as a training objective by most trainees 
equipment, or sales than that taken by immigrant men. (Table 3). The second most reported objective for 
3 : - Fs : . = ae 
Immigrants and the Canadian-born shared similar both Canadian-born and immigrant workers was “to 
. . . . . 7 29 
goals and expressed a similar level of satisfaction with meet requirements. 


their training. The improvement of job performance 


Table 2 Subject of job-related course’ taken by Canadian-born and immigrant employees 


Men Women 

Canadian- Canadian- 

born Immigrants born Immigrants 
% 
Managerial-supervisory training 8.2 Sis" 5.6 6.6 
Computer hardware/software 8.6 16:05" 7.6 8:65 
Apprenticeship/equipment/sales 10.6 56FF 5.6 e 
Professional training UzeS 2oi38 24.9 2507 
Occupational health and safety 17:3 15.4€ Tee 9°:6F 
Group decision-making/problem solving/ 

team building/communication 2.5 Due 4.4 
Orientation/personal development/basic skills/language 8.7 FANE i228 14.1® 

Other 26-5 17.9°% 28.0 


* 


significantly different from the Canadian-born population at the 5% level 
1. One course selected randomly. 
Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 
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Table 3 Training objectives and satisfaction for training 


participants 
SS SE IL eT LEE LIE TS BIT IID DIL I SD ES I A EET GOAT 
Men Women 
Canadian- Immi- Canadian- Immi- 
born grants born grants 


Oo cae ES Se ee A ee 2 eS 
% 
Training objectives’ 


Increase income O25 Uo a6 7-85 
Avoid losing job 5.6 5.3 4.8 Coe 
Meet requirements 43.6 46.6 36.8 SES 

Start own business ioe F BoE F 

Perform better at job 723 76.0 TID 78.5 

Prepare for first career/find a job A ATE Sal 4.4® 
Change careers/get a promotion TES NO 6.0 6.05 
Other DPS F Ihed/= F 

Training satisfaction 

Satisfaction with training participation 78.0 72.4 Heyes: 73m 

Satisfaction with training effect 89.2 92.0 87.9 87. 


1. Multiple answers were allowed. 
Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 


The vast majority reported that 
they were satisfied with the effects 
of training in relation to their 
objectives. For example, 92% of 
immigrant men and 87% of immi- 
grant women reported that their 
training activities helped them 
achieve the training objectives they 
had set. Overall, around three- 
quarters of all participants were sat- 
isfied with their training participa- 
tion, indicating that they did not 
encounter difficulties attending be- 
cause of, for example, workload or 
work-schedule conflicts (see Data 
source and definitions). In other words, 
immigrant workers were as satis- 
fied with the process and results of 
job training as their non-immigrant 
counterparts. 


may be influenced by these factors. 
Five immigration-related vari- 
ables—immigration class, citizen- 
ship, age at immigration, years since 
immigration, and country of birth 
of the immigrant—are examined. 
The results include incidence rates 
and regression analyses that iden- 
tify differences in training partici- 
pation while controlling for a 
number of other factors.’ 


About 31% of immigrant men and 
33% of immigrant women em- 
ployees participated in job-related 
training in 2008 (Table 4). The pre- 
dicted probabilities of participating 
in training for immigrant men and 
women were significantly lower 
than those for Canadian-born 
workers after controls for other 
factors were in place. Immigrant 
men were almost 20% less likely 
and immigrant women were about 
15% less likely than their Canadian- 
born counterparts to receive job 
training. 


Training participation 
varies by immigrant 
characteristics 


Since the immigrant population 
varies widely across a number of 
dimensions, job-related training 
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To study the effects for immigra- 
tion-related characteristics, five ad- 
ditional regression models were 
estimated (Gor ieachuohithe tive 
immigrant variables modeled, the 
Canadian-born are the reference 


group. 


Certain groups of immigrants were 
less likely to receive training. For 
example, among female workers, 
family-class immigrants had signifi- 
cantly lower odds of receiving 
training and lower incidence rates 
(6 percentage point difference) than 
Canadian-born workers. Family- 
class immigration is for family 
members who wish to come from 
other countries to reunite with the 
sponsoring member in Canada. 
Those who immigrated for family 
reunification may be less prepared 
for the labour market than other 
skilled immigrants (Aydemir 2010). 


Non-citizen employees were also 
less likely to receive job-related 
training. Only 1 in 5 non-citizen 
men received job training in 2008 
compared with 35% of the Cana- 
dian-born and 32% of naturalized 
citizens. The training participation 
rates for non-citizens remained sig- 
nificantly lower than those of natu- 
ralized citizens as well as the Cana- 
dian-born after controlling for 
other factors. As Canadian citizen- 
ship includes a language and rest- 
dence requirement (at least three 
years over a four-year time span), 
naturalized citizens may be more 
prepared to undertake job training 
than non-citizen immigrants. 


Male employees who migrated 
as adults (18 and over) were 25% 
less likely to receive training than 
their Canadian-born counterparts. 
Unlike those who immigrate at a 
younger age, adult immigrants are 
less likely to have a Canadian edu- 
cation and may experience difficul- 
ties getting foreign credentials rec- 
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Table 4 Incidence rates and odds of predicted probability of 
participation in job-related training 
Men Women 
Odds of Odds of 
Incidence predicted Incidence predicted 
(%) probability’ (%) probability’ 
Canadian-born (ref.) 531 ref. 37.4 ref. 
Immigrants S0nn 0.82* C2 /a 0.86* 
Immigration class 
Family-class 2T9% 0.78* SIRs O87, 
Economic immigrants 34.2 0.83 30.6 0.83 
Refugees/others Dome: 0.85 28.4€ 0.89 
Citizenship 
Naturalized citizen ola 0.84* SO. Oey 
Non-citizen ZOE 0.68* PASS {oy 0.94 
Age at immigration 
Less than 18 SG 0.86 33a/ 0.87 
18 or over 2128? O75: 29 05 0.85* 
Years since immigration 
10 years or less 26.0* 0.76* DBs)" 0.82 
More than 10 years 31.0 0.82* BSS) 0.86* 
Country of birth 
United States, northern/ 
western Europe? 295 0). 37.8 0.87 
Other countries 30.7 0.84* Silkop 0.85 


* significantly different from reference group (ref.) at the 5% level 

1. Variables controlled for age, education level, personal income, ethnic origin, marital status, 
language spoken at home, job tenure, full-time/part-time, permanent job status, 
unionization, occupation, firm size, job sector (public/private), industry. 

2. Comprises Ireland, Denmark, Finland, Iceland, Norway, Sweden, United Kingdom, Austria, 
Belgium, France, Germany, the Netherlands, and Switzerland. 

Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 


ognized. Furthermore, challenges 
associated with migration, like lan- 
guage and cultural barriers, tend to 
be more pronounced among 1m- 
migrants who arrive as adults 
(Hum and Simpson 2003). 


Immigrants who came to Canada 
within the last 10 years were less 
likely than the Canadian-born to 
have access to job training. The rate 
of job training for recent immi- 
grant women (24%) was signifi- 
cantly lower than the rates for 
established immigrants (34%) and 
non-immigrants (37%). 


Source countries were divided into 
two groups. Immigrants from the 
United States and northern and 
western European countries—who 
may be mote likely to speak Eng- 
lish or French and experience 
fewer difficulties with their foreign 
credentials—comprise the first 
group. The second group encom- 
passes immigrants from all other 
patts .of» the; world. ,Pemale 
employees who emigrated from 
other countries were less likely to 
participate in job-related training 
than their Canadian-born counter- 
parts. 
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Less employer-supported 
training for some 
immigrant groups 


Similar to the results for all job 
training, the five immigrant charac- 
tepistics were related to. access 
to employer-supported training. 
Overall, the predicted probability 
for immigrant men’s receipt of 
employer-supported job training 
was 24% lower than that for 
Canadian-born males. Compared 
with Canadian-born women, 
immigrant women employees had 
about a 22% lower probability 
(Table 5). 


Pamily-class immigrants, both men 
and women, were less likely to par- 
ticipate in employer-supported 
job-training activities. Similarly, the 
probability of receiving employer- 
supported job training for non-citt- 
zen men was less than one-half that 
for their Canadian-born counter- 
parts. Moreover, the participation 
rate in employer-supported train- 
ing was much lower for non-citi- 
zen immigrants than naturalized 
citizens (11% versus 26%). 


Immigrant employees who m1- 
grated as adults (18 and over) 
were less likely to receive training 
than their Canadian-born coun- 
terparts: 22% of those who as 
adults received employer-sup- 
ported job training in the past 
year compated, with. 29%, of 
Canadian-born workers. 


Immigrants who came to Canada 
in the last 10 years were less likely 
to recetve employer-sponsored job 
training than Canadian-born 
workers. 


Results indicated that recent immi- 
grants were about 30% less likely 
to receive employer-sponsored 
training, although only the results 
for women were statistically signifi- 
cant. The finding seems incongtu- 
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Table 5 Incidence rates and odds of predicted probability of 
participation in employer-supported job training 


Men Women 
Odds of Odds of 
Incidence predicted Incidence predicted 
(%) probability! (%) probability’ 
Canadian-born (ref.) 28.9 ref. 29.0 ref. 
Immigrants Deon OF765 DRA OF78F 
Immigration class 
Family-class Zeon 0.74* D2. 0.78* 
Economic immigrants PSI 0.82 23.5% 0.80 
Refugees/others 2295 1.00 PPM 0.91 
Citizenship 
Naturalized citizen 26.4 0.87 pat ae hs 0.76* 
Non-citizen Ieee 0.49* 1225" 0.83 
Age at immigration 
Less than 18 24.5 0.82 23.8 0.78* 
18 or over ai Wh 0.75" PANY 0.81 
Years since immigration 
10 years or less 19.0* 0.74 ior" One 
More than 10 years 24.7 0.80* 25.6 0.81* 
Country of birth 
United States, northern/ 
western Europe? Low, 0.76 30.0 0.85 
Other countries Pi Pe} 0.81 20:1" Ou 5" 


* significantly different from reference group (ref.) at the 5% level 


coil 


. Variables controlled for age, education level, personal income, ethnic origin, marital status, 


language spoken at home, job tenure, full-time/part-time, permanent job status, 
unionization, occupation, firm size, job sector (public/private), and industry. 


nN 


. Comprises Ireland, Denmark, Finland, Iceland, Norway, Sweden, United Kingdom, Austria, 


Belgium, France, Germany, the Netherlands, and Switzerland. 
Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 


ous given recent immigrants’ rela- 
tively higher level of educational 
attainment, which is an important 
determinant of participation in job 
training. However, recent immi- 
grants may be disproportionately 
located in the types of jobs for 
which training is less likely to be 
provided (Lochhead 2002). 


No differences in intensity 
of training 


The intensity of job training is 
measured by the duration of train- 
ing in hours and the number of 
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courses taken. Among those who 
participated in job training, there 
wete no significant differences in 
intensity between immigrant and 
Canadian-born workers. The aver- 
age duration of job training activi- 
ties for Canadian-born men was 
56 hours per year whereas for 
immigrant men it was 68 hours 
(Table 6). The average for women 
workers, immigrant or Canadian- 
born, was about 42 hours. There 
was also no significant difference 
in the average number of courses. 


Job-related training of immigrants 


Similarly, there were no significant 
differences between immigrant 
and Canadian-born trainees in 
receiving employer support. More 
than 80% of training taken by 
immigrant men was reported to be 
paid for by the employer com- 
pared with 79% of training taken 
by non-immigrant men. The rate 
for immigrant women was 73% 
while that for Canadian-born 
women was 77%, 


In summary, there were no mean- 
ingful differences in job-training 
intensity between the Canadian- 
and foreign-born. The primary 
effect of immigration status is thus 
related to the likelihood of partici- 
pation in training. 


Age, sex, and income are 
factors linked to training 


To identify specific demographic 
or labour market factors affecting 
job training, additional regression 
analyses were estimated for imm1- 
grant and Canadian-born employ- 
ees. Each model included demo- 
graphic, job and workplace factors 
to help understand the particular 
effects of each condition on their 
participation in job-related training 
and employer-supported training.” 
This section examines whether 
such factors have different effects 
for immigrants and the Canadian- 
born. 


The effects of age and income 
stand out as the most important 
personal characteristics related to 
training. Among female immi- 
grants, those from age 45 to 64 
were more likely to receive training 
than those from 18 to 24 (Table 7). 
This finding is consistent with re- 
seatch suggesting that women in 
general receive less training espe- 
cially early in their careers (Hum 
and Simpson 2003). Although the 
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was entered in the models, the sig- 


Table 6 Intensitiy of job-training among training participants nificance of education disappeared 
Men Women dian-born. 
Canadian- Immi- Canadian- Immi- Marital status had no effect on ac- 
born Orcs born tars cess to training for immigrant em- 
9% ployees. This differs from other 
‘Bie studies showing that married 
Training hours ; 
Less than 10 hours 14.3 12.15 203 26/2 women tend to receive less train- 
10 to 29 hours ie eas a ae ing throughout their careers than 
30 to 49 hours f ; : : 
50 or more hours 29.7 33.8 20.2 93.5 other women (Hun: and Simpson 
Average hours 55.9 68.35 42.1 41.9 2003). 
Number of courses Although other studies have high- 
| course sie ie ae si ? lighted the importance of language 
2 courses ; : 4 : . 
3 or more courses 37:8 36.8 40.8 40.6 fluency (Hum and Simpson 2003), 
Average 2.6 2.6 De, 2.8 speaking a language other than 
English or French in the home did 
Employer support ONCE 
Any employer support 84.8 81.3 81.4 77.4 OH have y significant effect on 
Monetary support US 80.5 76.6 Poll training. 


Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 
HME CA FeaP aaa Sep Tee aN SL Tete URL SAP RI SON A se OO MT SE ETS OL al SSL Ee ea Stee a eh a TN 


age effect also exists for non-immigrant women, the 
gap in training due to age is much smaller among 
Canadian-born women. 


Among men, immigrant workers from age 25 to 44 
were more likely to receive job training than their older 
colleagues. Training participation among immigrant 
men seems to be more concentrated for the core 
working-age group than for Canadian-born workers. 


Low personal income was related to a lower prob- 
ability of training for both immigrant and non-immi- 
grant employees. Compared with immigrant women 
with the highest personal income’® ($100,000 or mote), 
those in the lowest income group (under $25,000) 
were much less likely to undertake job training. Part of 
the reason for this lower training rate among low-in- 
come individuals is associated with the fact that op- 
portunities for training and skill development are an 
important indicator of job quality (Canadian Policy 
Research Networks 2011). Those in high-paying jobs 
tend to have more job-training opportunities. 


Unlike the situation for Canadian-born workers, the 
effect of education level on job training is negligible 
for both male and female immigrant employees when 
job and workplace characteristics are taken into con- 
sideration. Notably, when the occupational skill level 
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Skilled workers receive 
more training 


When controls are in place for 
demographic and labour market characteristics, the 
occupational skill level (HRSDC 2006) has a persistent 
effect on the probability of receiving job training for 
immigrants and non-immigrants alike. Compared with 
immigrant workers in occupations requiring a univer- 
sity education, employees in occupations requiring a 
high school education or less were much less likely to 
receive job-related training. According to Altonji and 
Spletzer (1991), the incidence of training increases with 
the verbal, math, and clerical skill requirements of 
an occupation and decreases with manual skill require- 
ments. 


Among immigrant workers, the probability of recetv- 
ing job training for permanent workers and other 
workers did not differ significantly. However, among 
the Canadian-born, permanent workers were more 
likely to receive training than non-permanent employ- 
ces, 


Incidence of training highest in large 
firms 


Among immigrants, men and women working in firms 
with more than 500 employees were more likely to 
receive training than those in firms with less than 
20 employees. A similar training gap existed for the 
Canadian-born in firms with less than 20 employees. 
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Table 7 Odds of predicted probability of participating in job-related training for 
immigrant employees 


Canadian-born Immigrants 
Men Women Men Women 
Sociodemographic characteristics' odds ratio 
Age 
18 to 24 1.01 0.81* 1.03 0.24* 
25 to 44 1.07 0.95 dare 0.86 
45 to 64 (ref.) ref. ref. ref. ref. 
Personal income 
Under $25,000 (OPE fel 0.50* 0.50* 0.29 
$25,000 to $49,999 0.66* 0.74* 0.60 0.32 
$50,000 to $75,999 0.76* 0.87 0.97 0.40 
$75,000 to $99,999 0.94 0.94 1.20 0.53 
$100,000 or more (ref.) ref. ref. ref. ref. 
Education level 
Less than high school graduation OR9s 0.46* 0.99 0.83 
High school diploma or its equivalent Osis 0,795 0.80 0.89 
Postsecondary education degree, diploma or certificate (ref.) ref. ref. ref. ref. 
Job characteristics? 
Terms of employment 
Permanent Ue elo ez 0.91 
Non permanent (ref.) ref. ref. ref. ref. 
Occupation by skill level 
Management 1.06 0.99 0.95 1.03 
Occupations requiring university education (ref.) ref, ref. ref. ref. 
Occupations requiring college education or apprenticeship O:897 0.83* 0.82 0.91 
Occupations requiring high school education or less O07. 0.63* 0.44* Q55* 
Workplace characteritics 
Job sector 
Public sector Lee 1278 1.28 1.00 
Private sector (ref.) ref. ref. ref. ref. 
Firm size 
Less than 20 employees Orso7 0.85* 0.67* 0.74* 
20 to 99 employees 0.93 0.91 0.70* 0.94 
100 to 500 employees 0.95 0.95 0.68* 0.83 
Over 500 employees (ref.) ref. ref. ref. ref. 
Industry 
Goods-producing (ref.) ref. ref. ref. ref. 
Service-producing 0.99 oll@ 1.08 e233 


* significantly different from the reference group (ref.) at the 5% level 

1. Other variables controlled for are marital status, visible minority status, language spoken most often at home, and geographic region. 
2. Other variables controlled for are working hours, unionization and job tenure. 

Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 


For immigrant men, employees of mid-sized firms also The incidence of training was significantly higher in the 
received less training than their counterparts in larger public sector for Canadian-born men and women, but 
firms, which was not the case among Canadian-born not immigrants. On the other hand, immigrant women 
women ot men. Larger firms tend to have a greater working in services were more likely to have recetved 
incentive to train employees because they can pool training than those in goods-producing industries—a 
training risks (Holtmann and Idson 1991), whereas distinction that wasn’t noted among the Canadian- 
smaller companies may have difficulty sparing re- born. 


soutces for training when meeting the bottom line is a 


priority (Leckie et al. 2001). 


Statistics Canada — Autumn 2011 Perspectives on Labour and Income / 47 


Job-related training of immigrants 


Barriers to training 


The ASETS asked respondents 
whether there was training that they 
wanted to take, but did not, and 
whether there was training they 
needed to take, but did not. Hav- 
ing either the need or the desire to 
take training can be considered a 
proxy for being willing or ready to 
engage in a training activity 
(Knighton et al. 2009). In this analy- 
sis, these two groups and their rea- 
sons for not training are combined 
in order to examine perceived bar- 
riers to job training. 


Three main types of barriers to 
participation in job-related training 
have been identified as situational, 
institutional and dispositional 
(Sussman 2002). Situational barri- 
ers arise from one’s situation in life 
at a given time—too busy at work, 
financial constraints, family respon- 
sibilities or lack of child care, and 
language or health problems. Insti- 
tutional barriers consist of estab- 


Situational barriers were more fre- 
quently reported among immigrant 
employees than Canadian-born 
workers. Among immigrant 
women who reported training bar- 
riers, about three-fourths indicated 
that their perceived barriers were 
situational. In particular, signifi- 
cantly more immigrant workers 
than their Canadian-born counter- 
parts reported that their needs for 
job training were unmet due to 
family responsibilities,’ conflicts 
with work and financial constraints. 


Conclusion 


Job-related training is an important 
aspect of economic integration for 
immigrants since they may be chal- 


lenged by differences in language, 
culture and labour market net- 
works. Moreover, they may also 
encounter difficulties getting their 
foreign credentials recognized in 
the workplace. 


This study found that immigrant 
workers were significantly less 
likely to receive training than their 
Canadian-born counterparts. Even 
after controls were in place for 
demographic and labour market 
factors, the training rate for immi- 
grant men and women remained 
lower than the corresponding rates 
for Canadian-born workers. Train- 
ing rates were even lower among 
family-class immigrants, te., those 
who arrived as adults within the 


Table 8 Training barriers perceived by Canadian-born and 


immigrant employees 


; : M W 
lished practices and procedures mi ttt 
that exclude or discourage partici- Canadian- Immi- — Canadian- Immi- 
pation, such as high tuition fees, 2o0 Cee porn gles 
entrance requirements, limited % 
course offerings and courses Barriers perceived 25.1 30.5" 29.6 34.6" 
offered at inconvenient times or 
locations. Dispositional barriers Types of barriers 
ea ee d Le Situational barriers 60.2 68.8* 68.8 USS) 
pa GRAS ee A Eee Le Loe) USS Cee Neh Conflict with work schedule 29.7 34.9 29.3 25:5 
towards learning, as well as per- Family responsibilities 18.4 28.8* S17 37.8* 
ceptions of oneself as a learner Need to work 30.9 36.7" 30.1 29.7 
C 1981 Too expensive 17.4 De eg 27.4 22% 
(Cross ). Couldn’t get a loan 23 Soe 2.6 F 
; : Health reasons eZ F Bas IF 
Compared with their Canadian- Institutional barriers 24.5 De. 27.0 26.0 
born counterparts, immigrant em- Couldn’t find the information 3.4 CEs Sey! (OB 
ployees were more likely to per- Do not have the prerequisites ey G:0F 37 o.00 
& ‘ Fane No employer support 8.5 Teas 7.6 432 
CenNe the presence o ELISE to Inconvenient time Woe ORS Se 14.2 
training access. Among immigrant Inconvenient place Ge 6.95 1022 8:56 
women. 35% reported barriers Dispositional barriers Pistel| PWS) 22.7, 19:5 
: : Not sure it is worth it 10.8 10% 8.6 8.3" 
0 
compared to 30% of Canadian- No confidence/interest/motivation 16.5 Wkeh7/ 16.3 IRSES 
born women (Table 8). Similarly, Other 223 15.9* 17.4 16.0 


25% of non-immigrant men and 
31% of immigrant men perceived 
some batriers to training. 


* significantly different from the Canadian-born population at the 5% level 
Note: Multiple answers were allowed. 
Source: Statistics Canada, Access and Support to Education and Training Survey, 2008. 
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past 10 years from countries other than the United 
States and northern and western European countties, 
and those who had not yet obtained their citizenship. 


Among immigrants, workers with low personal in- 
come tend to receive less job-related training, even 
after controls are in place for other factors. Those 
working in lower-skilled jobs or small workplaces 
were also less likely to take training. Finally, women in 
goods-producing industries had a lower training rate 
than women in service industries. 


Compared with Canadian-born employees, a greater 
proportion of immigrant workers identified situational 
factors as barriers to job-related training. Such factors 
include family responsibilities and financial constraints. 


Immigrant employees who did participate in training 
reported similar levels of employer support and satis- 
faction with training to Canadian-born workers. And 
among those who took training, the intensity did not 
differ between foreign- and Canadian-born employ- 
ees. Moreover, both groups reported similar goals and 
job-training subjects. 


Thus immigrants received less training overall than the 
Canadian-born, even after controls were in place for 
individual, job and workplace characteristics. Once 
they do receive training, immigrants report similar 
benefits to their Canadian-born counterparts. 


@ Notes 


1. Their participation is lower than that of not only the 
Canadian-born, but also immigrants who arrive as 
children (Hum and Simpson 2003). 


2. Although some studies combined the two groups for 
analysis (Underhill 2006 and Sussman 2002), the two 
components of job-related training were not combined 
in this analysis given that they represent two different 
concepts. 


3. If a respondent was enrolled in more than one job- 
related course, which occurred for 65% of participants, 
the 2008 ASETS randomly selected and asked about one 


course. 


4. Factors controlled for in the regression analyses include 
the following sociodemographic factors: age, education 
level, household income, ethnic origin, marital status, 
language spoken at home, and geographic region. They 
include the following job factors: job tenure, full-time / 
part-time, terms of employment (permanent or not), 
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unionization, and occupation. Also included are the 
following workplace factors: firm size, job sector (public/ 
private), and industry. 


5. Since similar results were found for both job-related and 
employer-supported training, only the results for the 
former ate presented. Detailed results for employer- 
supported training can be obtained from the author. 


6. As the information on earnings is not available in 
ASETS, personal income is used for analysis. 


7. An additional regression analysis on perception of bar- 
tiers to training access indicated that immigrant women 
with dependent children were more likely to report 
barriers than women with no children. 
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Recent reports and studies 
EE SITAR TCU PN AR TA RE a aN rac ee an Rr eres paar: 


®@ From Statistics Canada 


M Debt and family type in Canada 


This article explores rising levels of household debt 
over the past 40 years, using National Accounts data. 
It also uses data from the 2009 Canadian Financial 
Capability Survey to examine which types of families 
are most likely to experience high levels of debt. 


Real household debt more than doubled between 
1984 and 2009, largely as a result of falling interest 
rates. The debt-to-after-tax income ratio for 
households increased to 148% by 2009, compared to 
9370 1.1990, 


Both lone parent and couple families with children 
were mote likely to have higher debt-to-service ratios 
than couples without children and unattached 
individuals. People 50 to 64 were less likely to have 
high debt than younger Canadians, while factors 
influencing higher debt-to-asset ratios included being 
born outside of Canada, lower household income, 
and living in large centres with high housing costs. 


For mote on this subject, see the full article “Debt 
and family type in Canada,” Canadian Social Trends, 
April 2011. 


— Competing priorities: Education and 
retirement saving behaviours 


Using data from the 2009 Canadian Financial 
Capability Survey, this article examines who saves for 
their children’s postsecondary education and what 
methods they use to do so. 


In 2009, 70% of parents indicated that they were 
cutrently saving or had saved for their children’s post- 
secondary education. Of these, two-thirds of parents 
used Registered Education Savings Plans. 
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Parents’ income, educational attainment and province 
are examined with respect to savings, as is their need 
to save for retirement at the same time as for their 
children’s education. Six out of 10 parents were saving 
for their children’s education and saving for retirement 
at the same time. Only 1 in 10 was saving for neither. 
Results showed that as income increased, so did saving 
for both plans. 


To view this article, see “Competing priorities: 
Education and retirement saving behaviours of 
Canadian families,” Education Matters, May 2011. 


— Income management strategies of 
older couples 


Using the 2007 General Social survey, this study 
examines how older couples—in which at least one 
spouse or partner is age 45 or older—manage their 
incomes. The three strategies examined were allocative, 
where one spouse manages the finances and allocates 
a share to the other; pooled, in which both partners 
pool their incomes; and separate, in which the partners 
keep their incomes mostly or completely separate. 


The study found that over one-half of older Canadian 
couples pooled their resources, with the remainder 
split almost evenly between allocative and separate 
finance strategies. Various socioeconomic 
characteristics tend to correlate with which strategies 
ate mote often used; for example, separate income 
management was more often used in common-law 
relationships, those of shorter duration, where children 
were not present, or when one or both partners had a 
postsecondary education. Second marriages and 
blended families also influenced which strategy was 
used. 


For more information on this subject, refer to The 
Income Management Strategies of Older Couples in Canada, 
Analytical Studies Branch Research Paper Series, 
Statistics Canada, June 2011. 
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What’s new 


@ Small, medium and large businesses in 
the Canadian economy 


This paper sheds light on the contribution of small, 
medium-sized and large businesses to the Canadian 
economy in 2005, by examining the shares of business- 
sector GDP produced by these groups. 


Large firms with 500 or more employees accounted 
for 45.7% of the business-sector GDP, and tended to 
be in the businesses of utilities, information, mining 
and oil and gas, manufacturing, transportation and 
warehousing. Small and medium-sized businesses 
made up more than one-half of the GDP in most of 
the 17 industries used in the study, which included 
agticulture, accommodation and food services, 
wholesale, professional services, administrative, arts 
and entertainment, finance, and retail. 


For additional information, see S7all, Medium-sized and 
Large Businesses in the Canadian Economy: Measuring Theit 
Contribution to Gross Domestic Product in 2005, 
Economic Analysis Series, Statistics Canada, May 2011. 


@ Labour Force Survey 


Employment was little changed in August, following 
three months of consecutive increases. In the past year, 
employment has grown by 1.5%. During this time, the 
private sector registered an increase of 2.2%, public 
sector employment grew by 0.9%, and the number of 
self-employed people declined by 0.7%. See the 
August 5, 2011, issue of The Dazly on Statistics Canada’s 
website (www.statcan.gc.ca) for details. 


M Manufacturing: The Year 2010 in 
Review 


Canada’s manufacturing sector finished 2010 with 
widespread growth, reversing the 2009 downturns. 
Manufacturing sales increased 8.9%, the largest single 
year advance since 2000, recouping 40% of the 
previous year’s decrease. 


The three manufacturing industries with the largest 
increases were transportation equipment, petroleum 
and coal, and primary metal manufacturing. Among 
the industries surveyed, 19 out of 21 reported growth, 
as did 7 out of 10 provinces. The first quarter of 2011 
continues this trend. 


For more information see Manufacturing: The Year 2010 
in Review, Analysis in Brief, June 2011. 


H Retail trade 


According to the Retail Trade Survey, retail sales in 
May edged up 0.1% to $37.5 billion. Higher sales in 7 
of 11 subsectors were mostly offset by declines at 
motor vehicle and parts dealers and at food and 
beverage stores. Gasoline station sales were up 1.1% 
in May, a fourth consecutive increase. In terms of 
volume, sales were unchanged from last month. 


To learn more, see the July 22, 2011, issue of The Daily 
on Statistics Canada’s website (www.statcan.gc.ca). 


— Participation of adult workers in 
job-related training 


The 2008 Access and Support to Education and 
Training Survey was used to determine the 
participation of adult workers age 25 to 64 in formal, 
job-related training activities or education. The 
participation rates were then analyzed in relation to 
demographic characteristics, occupation, employer 
characteristics, training objectives, and learning 
obstacles. 


Participation by women was higher in every age group. 
Paid workers were more likely to take part in job- 
related training than the self-employed. Also, more 
unionized women participated in job-related training 
or education than unionized men, which may be due 
to a higher proportion of women employed in health 
occupations, and social sciences, education and 
government service occupations. These occupations 
ate heavily unionized and have high rates of 
participation in job-related training activities or 
education. 


Younger workers were more likely to indicate they 
were taking training to get a promotion or to change 
jobs, while older workers wanted to improve their 
job performance or gain knowledge. 


For additional details, refer to “A glance at the 
participation of adult workers in formal, job-related 
training activities or education in 2008,” Education 
Matters, Statistics Canada, June 2011. 
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@ From other organizations 


— Pensions at a glance 2011 


The avetage pensionable age by 2050 in OECD 
countries will increase to 65 for both men and women. 
Since life expectancy is rising even faster, older adults’ 
retirement years will continue to rise. This is the case 
for 29 of the 34 OECD countries, including Canada. 
Improving incentives to continue working is one way 
to ensure pension packages, but sufficient demand for 
older workers remains an issue. In this issue of Pensions 
at a glance 2011, national pension system indicators are 
provided for all OECD countries. In addition, issues 
surrounding life expectancy, retirement, and older 
workers are discussed. 


For more information, see www.oecd.org/els/social/ 


pensions/PAG. 


M Taxing wages report 


Canada has a relatively low average tax wedge for 
every family type among OECD countries in 2010. 
The tax wedge is defined as “income taxes plus social 
security contributions, minus cash transfer as a 
percentage of total labour cost.” 


Single parents with 2 children benefit the most from a 
lower tax wedge as they in fact have a negative tax, 
meaning they receive more in government transfers 
than they pay. That’s 24% lower than the OECD 
average for their family type. 


For details, see www.oecd.org/ctp/taxingwages. 


M Tensions from the two-speed recovery 


The world real Gross Domestic Product (GDP) is 
expected to grow by 4.5% in both 2011 and 2012, 
according to the latest forecasts from the International 
Monetary Fund (IMF). The recovery is gaining strength 
but unemployment remains high in advanced 
economies. Financial conditions have inproved but 
remain fragile. Concerns include overheated emerging 
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What’s new 


economies, weak real estate markets, and rising food 
prices, as commodity increases are passed on. 
Moreover, there is still much work to be done on 
reforming the global financial system. 


For more on this subject, see http://www.imf.org/ 
external/pubs/ft/weo/2011/01/index.htm. 


i Upcoming events 


HM Socio-economic conference, 
September 26-27, 2011 


Palais des congrés de Gatineau 
200, promenade du Portage 
Gatineau (Hull sector), Quebec 


Statistics Canada’s socio-economic conference 
provides an annual forum for empirical research 
focusing on issues of concern to Canadian decision- 
makers. The conference targets studies discussing 
emerging economic trends and their underlying causes; 
the ability of various groups to participate in society 
and the economy; and recent research on health, justice 
and the environment. The Socio-Economic 
Conference 2011 will include plenary sessions and 
state-of-the-art lectures featuring invited guest speakers 
who are leading authorities in their fields. 


Fot the) preliminary, programs, see mtipsay 
www.statcan.gc.ca/conferences/socioecon2011/ 
program-eng.htm. 
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Keen to know what makes 


the Canadian economy tick? 


Then you may also be interested in 
Canadian Economic Observer (CEO) magazine, 
Canada’s report card on the economy. 


ey ee ve 


Yearly subscribers to CEO magazine get the latest economic trends, 
analyses and data delivered in |2 issues plus a free, annual supplement. 


To find out more and to browse CEO articles in free electronic format, 
visit our Website at www.statcan.gc.ca 


Telephone or email us for your subscription. 
Quote PF #PFO28173 for quick service. 


CALL Toll-free 1-800-267-6677 
EMAIL order@statcan.gc.ca 


Canadian Economic Observer (Cat. No. | |-O!0-XPB)—the most 
thorough, monthly economic briefing available. 


Prices: 

| year subscription: $243.00 

2 year subscription: $388.80 Save 20% 
3 year subscription: $510.30 Save 30% 


In Canada, please add either GST and applicable PST or HST. Print version: no shipping charges for delivery in Canada. For shipments to the United States, 
please add $6 per issue or item ordered. For shipments to other countries, please add $10 per issue or item ordered. (Federal government clients must 


indicate their IS Organization Code and IS Reference Code on all orders.) 
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Some of the topics in upcoming issues 


@ Consumer debt in Canada 


The article will examine the growth and the changing composition of consumer debt in Canada between 
1982 and 2008. It will also highlight the differences in financial liability (i.e. debt payment as % of disposable 
income), spending, and saving patterns between households owing consumer debt only, and those owing 
both consumer and mortgage debt. Most of the analysis is based on the 2008 Survey of Household Spending. 


M@ Job-related training by older workers ages 55 to 64 


This paper will examine the factors influencing job-related training on the retention of older workers in the 
labour force, including current and changing trends, barriers to training, and socio-demographic issues. The 
data source used will be the 2008 Access and Support to Education and Training Survey. 


@ The evolution of wealth over the life-cycle 


This paper will study the evolution of the financial wealth of Canadians over their life-cycle by using a 
synthetic cohort approach on a variety of cross-sectional wealth data sources. 


@ Labour market allocation after the downturn 


Using the most recent sources of labour data, this paper will study which areas and groups have been most 
impacted by employment changes in the aftermath of the recent downturn. It will also provide comparisons 
with the previous downturns. 
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The financial well-being of the self-employed 
Sébastien LaRochelle-Coté and Sharanjit Uppal 


About 1 in 6 Canadian workers is self-employed. Does taking on 
the responsibility of a business result in greater earning potential? 
Less stable income? Affect spending patterns? This paper uses a 
variety of data sources to examine how the self-employed differ 
from paid employees in income level and dispersion, wealth, 
retirement preparation and spending. 


Delayed retirement: A new trend? 


Yves Carriere and Diane Galarneau 


This article examines changes since 1976 in a number ofiidieators , 
that show the aging of Canadian workers and a growing ftumber 
of workers delaying retirement. The increase in delayed retirement 
is consistent with an increase in the employment rate of older 
workers, however, it is at odds with statistics indicating that the 
average retirement age has remained surprisingly stable. This article 
attempts to reconcile the two apparently contradictory trends using 
a new expected working-life indicator. 


Regional economic shocks and migration 
André Bernard 


Following an economic shock affecting a city or region, many 
residents—particularly those who have just lost their jobs—will 
likely look to migrate to another region to improve their economic 
situation. This study uses data from the 1997 to 2008 Longitudinal 
Administrative Databank (LAD) to evaluate the impact of regional 
economic shocks on the migration of residents. In particular, it 
examines the extent to which a deterioration 1n the relative economic 
position of a region and a decrease in personal income are linked 
to higher probabilities of migration. 
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Highlights 


In this issue 


M@ The financial well-being of the 
self-employed na SSS 


M The median household income of the self- 
employed as a group was 81% that of paid 
employees in 2009. However, income levels varied 
across self-employment categories. By most 
measures, the self-employed owners of 
incorporated businesses reported a larger 
household income than paid employees, while the 
unincorporated had a lower median income. 


M Because the personal finances of the self-employed 
often interact with business finances, it is important 
to examine other indicators of financial well-being, 
including wealth accumulation. 


M The self-employed were wealthier than paid 
employees. At $520,000, the median net worth of 
the self-employed—the difference between 
household assets and liabilities—was 2.7 times that 
of paid employees ($195,000). The self-employed 
not only reported higher levels of business assets, 
but also higher tangible assets. 


M@ With greater wealth to manage, the self-employed 
wete mote likely to be knowledgeable about 
finances, having had more correct answers, on 
avetage, to a series of questions used to gauge 
financial capability. 


@ Although fewer of the self-employed reported that 
they were financially preparing for retirement, the 
majority (about 75%) were fairly or very confident 
that their retirement income would be sufficient 
to maintain their living standards. This compared 
to a figure of 69% among paid employees. 


M At equal income levels, household spending differed 
little between paid workers and the self-employed. 
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HM Delayed retirement: 
A new trend? ately 


M@ The employment rate of individuals 55 or over has 
grown noticeably in recent years. From 1997 to 
2010, it rose from 30.5% to 39.4% for men and 
from 15.8% to 28.6% for women. 


M This strong growth seems at odds with the stability 
of the average retirement age since 2004. The appar- 
ent contradiction 1s in part the result of the influence 
of the age structure of workers on the average 
retirement age, making the average retirement age a 
poor indicator of recent changes in retirement be- 
haviour. 


m@ A mote representative indicator of the retirement 
decisions of Canadians can be constructed on the 
basis of methods used to calculate life expectancy. 


M This expected working-life indicator shows a signifi- 
cant increase in delayed retirement starting in the 
mid-1990s. In 2008, a 50-year-old Canadian could 
expect to be working for 16 years, compared to 
14 years in 1977. 


M ‘The recent trend to delayed retirementalso stabilized 
the expected length of retirement. The working-life 
tables show that the expected length of retirement 
increased from 1977 to the mid-1990s and has since 
remained relatively stable. The expected length of 
retirement expressed as a percentage of total life 
expectancy starting at age 50 was about the same in 
2008 as in 1977. 
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Highlights 


Ke Regional economic shocks 
and migration eae 


M@ Residents of census agglomerations (CAs) or census 
metropolitan areas (CMAs) with less than 500,000 
residents were much mote likely to migrate than 
residents of large metropolitan centres. In 2008, for 
example, the migration rate for those age 20 to 
54 living ina CA with 10,000 to 19,999 residents was 
7.9%, compared to 2.3% for persons the same age 
living in a CMA with 500,000 or more residents. 


B From 2000 to 2008, people living in a region where 
the unemployment rate went up by one percentage 
point in relation to the national average between two 
years had virtually the same probability of migration 
as people in regions where the unemployment rate 
had remained close to the national average in the 
same two yeats. 


M@ Similarly, individuals living in a region where hourly 
earnings had declined by $1 per hour in relation to 
the national average between two years were only 
slightly more likely to migrate than those living in a 
region where regional average hourly earnings re- 
mained the same as in the rest of the country during 
the same period. 
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M However, people who experienced a deterioration 


of their personal economic situation in relation to 
others were much mote likely to migrate than 
persons whose economic situation had remained 
unchanged. Thus, individuals whose income had 
decreased by 30% or more over two years were 
82% mote likely to leave their region than those 
whose income had not changed. 


Unlike other Canadians, recent immigrants living in 
a region where unemployment had increased by one 
petcentage point in relation to the national average 
between two given years were 10% more likely to 
migrate than immigrants living in a region where the 
unemployment rate had remained the same over the 
same two years. 


HM What's new? wa p. 43 


@ From Statistics Canada 


Lay-offs during recessions 

Commuting to work 

Canadian labour force in 2031 
Self-employment dynamics 

Main sources of stress among workers 
From other organizations 

OECD Employment Outlook 2011 
How’s life? Measuring well-being 


Charting International Labor Comparisons 
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The financial well-being 


of the self-employed 


Sébastien LaRochelle-Coté and Sharanjit Uppal 


employed in their main job, accounting for 16% 

of the workforce.’ The self-employed range from 
working owners of large, incorporated businesses to 
part-time service providers. 


n 2010, about 2.7 million Canadians were self- 


The diversity of this group reflects various motivations 
for entering self-employment. Some will carefully 
evaluate their asset-building potential, retirement 
preparation, access to credit, taxes, and so on, before 
becoming entrepreneurs (Verheul et al. 2001). Others 
may be attracted to the independence or flexibility of 
self-employment, while some will be motivated by the 
lack of paid employment opportunities (Hou and 
Wang 2011). Indeed, self-employment tends to in- 
crease during economic downturns (LaRochelle-Coté 
2010). As a result of these differing circumstances and 
motivations, the financial rewards of self-employment 
ate likely to vary widely. 


A comprehensive look at the financial situation of the 
self-employed remains a gap in Canadian research. This 
gap is due in part to data constraints, since there are 
relatively few sources of comprehensive information 
on household finances. Conceptual difficulties also 
exist as many of the self-employed have sources of 
work-related income that are not typically collected 
for paid jobs. 


This paper examines how the income, wealth and 
spending of the self-employed differ from that of paid 
employees. It focuses on those who are in their prime 
working years, beginning with a look at household 
income differences between the self-employed and 
paid employees using 2009 data from the Survey of 
Labour and Income Dynamics (SLID). Next it 
focuses on differences in household wealth and 
retirement preparation, based on the 2009 Canadian 


Financial Capability Survey (CFCS). It also compares 
differences in household consumption patterns by 
using the 2008 Survey of Household Spending (SHS) 


(see Data sources and definitions). 


Income 


Individual income is not necessarily the optimal indi- 
cator of the financial well-being of individuals. Rather, 
household or family income is typically regarded as a 
better indicator of financial well-being, since the ben- 
efits of financial resources are most often shared 
among household or family members. 


Overall, average household income differed little 
between self-employed and paid employees (since 
SLID includes information from all household mem- 
bers, households were classified on the basis of the 
working status of their major income earner). In 2009, 
both averaged just over $85,000 in household income 
(Table 1). The median income of the self-employed, 
however, was about 19% lower than the household 
income of paid employees. 


One major distinction among the self-employed is 
between those who own incorporated businesses, and 
those who do not. Incorporated businesses are sepa- 
rate legal entities from their owners—comprising 
enterprises such as retail stores, restaurants, or manu- 
facturing operations—which may be large or small. 
Unincorporated businesses are typically small (85% 
have no other employees) and are often referred to as 
‘own account’ self-employed. 


According to income measures, incorporated ownets 
had higher household incomes than paid employees, 
who in turn had higher incomes than the non-incor- 
porated self-employed. Looking at market income 
(total household income excluding government 


ee ee 
Sébastien LaRochelle-Coté and Sharanjit Uppal are with the Labour Statistics Division. Sébastien LaRochelle-Coté can be reached 
at 613-951-0803 or sebastien.larochelle-cote@statcan.gc.ca. Sharanjit Uppal can be reached at 613-951-3887 or 


sharanjit.uppal@statcan.ge.ca. 
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Data sources and definitions 


a 


Data are drawn from three surveys: the 2009 Survey of 

Labour and Income Dynamics (SLID), the 2008 Survey of 
| Household Spending (SHS), and the 2009 Canadian Finan- 
cial Capability Survey (CFCS). Although these surveys differ 
in scope and content, in each the self-employed are de- 
fined as those who reported that they were self-employed 
in their main job or said that self-employment constituted 
their main source of income during the survey reference 
period. All three surveys provide similar estimates for the 
number and proportionate size of the self-employed popu- 
lation. Among those age 25 to 59, the self-employed com- 
prised 16.0% of the workforce in the SHS, 15.8% in SLID 
and 14.1% in the CFCS. 


The Survey of Labour and Income Dynamics (SLID) is 
a longitudinal survey composed of six-year panels with a 
cross-sectional component. Cross-sectional data from 2009 
are used in this study. 


@ Average hours worked are the total paid hours in all 
jobs during the reference year. 


™@ Average weeks worked are the total number of 
weeks individuals were employed during the reference 
year. 


Capital gains are total capital gains, excluding losses. 


Investment income includes the actual amount of divi- 
dends (not just the taxable amount), interest and other 
investment income (for example, net partnership income 
and net rental income). 


™@ Paid employee is a paid worker working for wages, 
salary, tips or commission. 


B Self-employed includes individuals who had a job in 
the reference week and belonged to one of the following 
categories: self-employed without paid help, incorpo- 
rated; self-employed with paid help, incorporated; self- 
employed without paid help, not incorporated; or 
self-employed with paid help, not incorporated. 


& Self-employment income is net income (including both 
farm and non-farm) from self-employment. 


# Total annual income is the sum of income before taxes 
from all sources. It consists of two main components: 
| market income and government transfers. 


@ Total government transfers include all federal and 
provincial government transfers. 


™ Wages and salaries are from all jobs, before deduc- 
tions, including tips and commissions. 


The Canadian Financial Capability Survey (CFCS) is a 
cross-sectional survey conducted between February and May 
2009. The target population consisted of Canadians age 18 
and over in the 10 provinces. The survey collected infor- 
mation on assets and liabilities and on Canadians’ knowl- 
edge, abilities and behaviour concerning financial 
decision-making. The information on assets and liabilities 
is self-reported. 


@ Business assets include agricultural property, machin- 
ery and equipment; wholly or partially owned business 
property and assets; and copyrights, patents and royal- 
ties. 


B Confidence in retirement income is based on the 
question “Taking all of the various sources of retirement 
income into account for your household (including gov- 
ernment sources as well as personal and occupational 
pensions and provisions), how confident are you that your 
household income in retirement will give you the stand- 
ard of living you hope for?” 


@ Other financial assets include cash savings; invest- 
ments (stocks, bonds, term deposits, GICs, non-RRSP 
mutual funds); registered disability savings plans; tax- 
free savings plans; and private pensions. 


RESPs are Registered Education Saving Plans. 
RRSPs are Registered Retirement Savings Plans. 


Tangible assets include house or property (in or out 
of Canada, including principal residence), vehicles; col- 
lections, antiques, jewels, and other valuables; and home 
furnishings. 


@ Total debt and liabilities include mortgages (including 
principal residence and other mortgages); student loans; 
payday loans; and outstanding balances on credit cards 
and lines of credit. 


The Survey of Household Spending (SHS) is carried out 
annually in the 10 provinces. Data for the territories are 
available for 1998, 1999 and every second year thereaf- 
ter. Data from 2008 are used in this study. The main pur- 
pose of the survey is to obtain detailed information about 
household spending during the reference year (the previ- 
ous calendar year). Information is also collected on dwelling 
characteristics and household equipment. 


transfers), the median household income of the incor- 
porated was $75,600, that of the unincorporated was 
$37,900, while that of paid employees was $67,000. 
The sources of income also differ between the incor- 
porated and non-incorporated self-employed (see 
Individual income of the self-employed.). 
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Since the self-employed may reap varying rewards 
based on their inherent competencies as entrepreneurs 
and changing business conditions, their income may 
be more dispersed than that of paid workers. Several 
measures of dispersion can be applied to test this hy- 
pothesis. The P75/P25 is the ratio of the income of a 
household at the 75th percentile divided by the income 
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Table 1 Household income - self-employed and paid employees, age 25 to 59 


Self-employed 


Paid 
employees Total Incorporated Unincorporated 
$ 

Total household income 

Average 86,600 87,700 107,800* 73,900* 

Median 72,600 58,800* 78,900 46,100* 
Household market income 

Average 80,900 81,500 103,100* 66,700* 

Median 67,000 54,500* 75,600* 37,900* 
Dispersion measures' ratio 

P90/P50 2.0 She 2.6 6) 

P75/RZ95 Lee 3.8 Sh(0) Sh.7 

P50/P25 1e5 1.9 1.9 1.8 


* significantly different from paid employees at the 5% level 
1. Based on average adult equivalent (AEA) income measures. 


Source: Statistics Canada, Survey of Labour and Income Dynamics, 2009. 


of a household at the 25th percentile. A P75/P25 ratio 
of 2.0, for instance, would indicate that a household 
at the 75th income percentile had twice the income 
of a household at the 25th percentile. Similarly, the 
P90/P50 is the ratio of income at the 90th percentile 


compared to the median income, and is therefore a 
measure of dispersion in the top half of the distribu- 
tion. Conversely, the P50/P25 can provide a sense of 
the dispersion between the middle and the lower part 
of the distribution. Higher scores for each statistic 


Imputing consumption flows for housing and automobile expenditures 


the utility expenditures of homeowners. The share of utilities 
as a proportion of rent is calculated for tenants by dwell- 
ing type, as expenditures on utilities vary by dwelling type. 


Because purchases of durable items are infrequent and 
housing expenditures can vary over the life cycle, a measure 
of consumption is considered more accurate if it can be 
estimated to account for the flow of service over time that 
is provided by durables and housing expenditures. This 
paper followed the approach used in Lafrance and 
LaRochelle-Cété (2011). 


These shares are then applied to the predicted rents for 
owner-occupied housing to determine the proportion of 
imputed rents that is accounted for by expenditures on 
utilities. The difference between these expenditures and 
actual expenditures on utilities is subtracted from the 
predicted rental values to obtain total shelter costs for 
homeowners. 


Housing 

One commonly used approach is to compute ‘imputed rents’ 
for homeowners. This can be done by estimating a semilog 
equation with measures of location and quality for the 
dwelling (for instance, number of rooms) as independent 
variables, much in the spirit of Brown and Lafrance (2010) 
where rent is the value of annual serviced rental payments 
incurred by the renter, including utilities (e.g., water, elec- 
tricity and fuel). The right-hand side variables measure the 
quality of the dwelling (i.e., the number of rooms—includ- 
ing a quadratic term—and bathrooms in the dwelling and 
the type of dwelling), while p takes the province in which 
the dwelling is located into account. The predicted values 
from each model are used to calculate imputed rents for 
owner-occupied housing. These values include utilities (e.g., 
water, fuel and electricity) that would normally be associ- 
ated with renters, which may not necessarily accord with 


Vehicles 

This paper uses the method suggested in Pendakur (1998) 
to derive an imputed consumption flow for purchased trans- 
portation vehicles. The first step is to estimate a probit 
model among families with car operation expenses in 
excess of $100. In this model, the probability of purchas- 
ing a car is modelled as a function of variables indicative 
of a household’s financial capacity: family size, net income, 
net income squared and province. The predicted probabili- 
ties are then multiplied by predicted purchase prices 
obtained from another model of car purchases. The total 
consumption flow from transportation is then equal to the 
imputed car purchase consumption flow, plus automobile 
operation expenses (e.g., gas, batteries and tires) and public 
transportation expenses. 
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indicate greater dispersion. Fundamentally, these three 
measures highlight the dispersion among middle-, 
upper- and lower-income earners.’ According to all 
three measures, income dispersion was greater among 
self-employed, particularly the unincorporated. The 
P75/P25 ratio was 2.2 for paid employees, 3.0 for the 
incorporated self-employed, and 3.7 for the unincor- 
porated. The P90/P50 ratio was also higher for the 
self-employed: 2.6 for the incorporated and 3.9 for 
the unincorporated compared to 2.0 for paid employ- 
ees. At the lower end, the dispersion was not as large 
among the self-employed, but was still larger than 
among paid employees. 


Wealth 


Since the income stream varies more among the self- 
employed, and since they are less likely than paid work- 
ers to have pensions or supplemental health insurance, 
wealth accumulation is particularly important for this 
group (Verheul et al. 2001). Wealth could act as a buffer 
against income fluctuations due to business or per- 
sonal circumstances, finance further business opportu- 
nities, or play a part in planning for retirement, among 
other uses. 


The information in this section is from the 2009 Cana- 
dian Financial Capability Survey (CFCS). Although 
not primarily a wealth survey, the CFCS did collect 


Table 2 Average and median wealth 
measures -— self-employed versus 
paid employees, age 25 to 59 


Paid Self- 
employees employed 
‘000 ($) 

Tangible assets B13 589.4* 
Financial assets 1225 PAWS a0 
RRSP 56.0 93.6" 
RESP Shes 2.07 
Other 63.0 il Pa 
Business assets 44.2 S730" 
Average total assets 484.0 1,180.3* 
Average total debts and liabilities TOF2 136.6" 
Average total net worth 374.8 1,023:7* 


Median net worth 195.0 520.0% 


* significantly different at the 5% level 

Note: Income figures are rounded to the nearest 100. 

Source: Statistics Canada, Canadian Financial Capability 
Survey, 2009. 
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self-reported information on the main categories of 
assets and debts at the household level.* While it is 
possible to classify survey respondents based on their 
working status, the CFCS did not distinguish the 
incorporated self-employed from the unincorpo- 
rated.>° Results are therefore shown for all of the self- 
employed. 


The self-employed were wealthier than paid employ- 
ees. In 2009, the average net worth of the self- 
employed was 2.7 times that of paid employees 
(Table 2). Household assets averaged about $1.2 mil- 
lion for the self-employed and their debts about 
$157,000. In comparison, paid employees reported an 
average of $480,000 in assets and $110,000 in debts. 


Most of the difference in average assets was due to 
differences in tangible and business assets. Tangible 
assets ate non-financial assets that are not normally 
used for business and include housing, furniture, 
vehicles and other valuables. For the vast majority of 
individuals, tangible assets consist mainly of housing- 
related items and vehicles.’ The self-employed 
reported an average of $589,000 in tangible assets. The 
cotresponding figure for paid employees was 
$317,000. Not surprisingly, business assets® were sig- 
nificantly higher among the self-employed ($373,000) 
than among paid employees ($44,000).’ 


The self-employed also had higher average financial 
assets—$218,000 versus $123,000 for paid employ- 
ees.'” Operating a business often requires more money 
to facilitate transactions, but some of that difference 
could also be linked to differences in retirement prepa- 
ration as the self-employed reported higher RRSP 


values.!! 


Looking at median values is often instructive since 
averages can be influenced by a small number of very 
wealthy individuals. However, at $520,000, the 
median household net worth of the self-employed was 
2.7 times that of paid employees ($195,000)—the same 
tatio as average wealth between these groups. This 
means the difference between self-employed individu- 
als and paid employees was not due to a higher con- 
centration of wealth among the self-employed. Since 
they had higher median wealth, many more of the self- 
employed were concentrated near the top of the overall 
net worth distribution. More than one-half of the self- 
employed compared to 1 in 5 paid employees were 
located in the top quartile of the overall net worth 
distribution, roughly corresponding to those who had 
at least half a million dollars in net worth (Chart A). 
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Chart A Distribution across quartiles of household net worth 


Paid employees 


40 


20 


Bottom quartile 2nd quartile 


@ Self-employed 


3rd quartile 


Top quartile 


Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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Conversely, about 15% of the self- 
employed and 27% of paid em- 
ployees were in the bottom wealth 
quartile, which includes those who 
had a household net worth of 
about $50,000 or less. This implies 
that entrepreneurs are an important 
source of wealth creation in 
Canada, a fact also noted by sev- 
eral U.S. studies (Quadrini 1999 
and 2000). 


The higher median wealth of the 
self-employed was unaffected by 
adjustments for age differences 
between paid employees and the 
self-employed, and by the removal 
of workers in primary industries to 
account for the fact that agriculture 
workers may have relatively high 
farm assets. 


Such results might appear counter- 
intuitive, because the median house- 
hold income of the self-employed 
was slightly lower than that of 
paid employees. However, such 
findings—which mirror results 
obtained in other U.S. studies— 
would be explained by the fact that 
many self-employed people leave 
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funds within their companies, for 
reinvestment purposes, for debt 
servicing, or as a contingency fund 
(De Ward etal 2007) Hence; 
funds reinvested in their businesses 
can contribute to the wealth of the 
self-employed without increasing 
their income stream. 


Retirement preparation 
The 2009 CFCS also asked about 


retirement preparation. Preparing 
for retirement is an asset-building 
process to ensure that living stand- 
atds can be maintained during the 
senior years, and is therefore an 
important aspect of long-term 
financial well-being. Since most of 
the self-employed are not covered 
by a pension plan, their retirement 
preparations are likely to differ 
from those of paid employees. 


Paid employees were more likely 
than the self-employed to be pre- 
paring for retirement. About 85% 
of paid employees and 74% of the 
self-employed stated that they were 
financially preparing for retirement, 
either on their own or through an 
employer pension plan (Table 3). 
However, the lower percentage of 
self-employed individuals prepar- 
ing for retirement may be linked to 
the fact that many of them keep 
working later in life.'” 


Table 3. Financial preparation for retirement — self-employed 
versus paid employees, age 25 to 59 


Financially preparing 


Expected primary retirement income source 


Public pension 
Occupational or workplace pension 


Personal retirement savings plan benefits 


Business 

Employment 

Personal assets or other sources 
Don’t know 


Paid Self- 
employees employed 
% 

85.2 74.3* 
100.0 100.0 
14.7 Lie 
35.4 DO 
26.3 36.4* 
1.6 13.6* 
3:6 én" 
6.1 Wes 
i232 G3" 


* significantly different at the 5% level 


Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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Chart B_ Confidence in retirement income 


% 


60 
Paid employees 


@ Self-employed 


40 


20 


Very Fairly Not very or not 


confident confident at all confident 


Source: Statistics Canada, Canadian Financial Capability 
Survey, 2009. 


More than one-third of paid employees expected that 
workplace pensions would be their primary source of 
retirement income. Because they are less likely to be 
covered by an employer-based registered pension plan, 
the self-employed were more likely to report that per- 
sonal retirement savings, like RRSPs, would be their 
main source of retirement income. Another 30% of 
the self-employed reported that 
they would get retirement money 
from the sale of their business’® or 
via personal assets and other 
sources. The greater reliance on 
their own resources for retirement 


planning may influence the self- 9% 
employed to become more knowl- 50 
edgeable about finances in general 

(see Financial capability scores). 40 


Relationship between wealth and income 


Since the self-employed have greater income disper- 
sion but also higher wealth than paid workers, the 
relationship between income and wealth is likely to dif- 
fer between these groups. One strategy to identify these 
differences is to classify respondents into four catego- 
ries: 
e those with a household income and net worth 
below the population median (lower income, lower 
wealth) 


e those with a household income and net worth 
above the population median (higher income, higher 
wealth) 


e those with a household income higher than the 
population median, but a household net worth 
below the median (higher income, lower wealth) 


e those with a household income lower than the 
population median, but a household net worth 
above the median (lower income, higher wealth)."* 


The distribution of paid employees and the self- 
employed across these four categories was quite dif- 
ferent (Chart C). First, the self-employed were less 
likely than paid employees to be in the lower-income, 
lower-wealth category (26% for the self-employed 
versus 36% for paid employees) and less likely to be in 
the higher-income, lower-wealth category (6% for the 
self-employed versus 18% for paid employees). 


ERS ah VEN Es SENSE OS ANODE SOTO OPE dT Lh ROU Te LE ESE EUSTACE SED TAR SIRT SDE PAVE ES EAL VEST 
Chart C Distribution across income and wealth categories 


Gl Paid employees 


i Self-employed 


Despite the fact that they expect to 
rely more on their own funds to 
maintain their living standards in 
retirement, fewer of the self-em- 
ployed were pessimistic about their 
retirement income than paid em- 
ployees. About one-quarter of the 
self-employed and one-third of 
paid employees were not confident 
that their retirement income would 
give them the standard of living 
they desired (Chart B). 
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lower wealth higher wealth 
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Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 
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Conversely, 41% of ‘all’ self- 
employed people were in the 
higher-income, higher-wealth cat- 
egory compared with one-third of 
all paid employees. Moreover, 
27% of the self-employed were in 
the lower-income, higher-wealth 
group—nearly twice (14%) the 
percentage of paid employees. 
These results also held with controls 
in place for industry, occupation 
and personal characteristics.'° This 
suggests that annual household 
income is not necessarily repre- 
sentative of the financial well-being 
of the self-employed. These differ- 
ences in the distribution of income 
and wealth also bring up the ques- 
tion as to whether there are corre- 
sponding differences in the 
consumption patterns of the two 


groups. 


Expenditures and 
consumption 


Even though income may be more 
dispersed for the self-employed 
than paid employees, periods of 
high income and/or higher wealth 
may help maintain consumption 
levels in lean times. If this is the case, 
or if the self-employed expect it to 
be the case, their expenditures may 
not differ greatly from those of 
paid workers. In addition, the find- 
ings related to wealth indicate that 
the self-employed are more likely 
to have substantial financial assets 
that would enable them to smooth 
their expenditures across variations 
in income. 


Data in this section come from the 

Survey of Household Spending 

(SHS).'° In the SHS, expenditures 

include four categories of spend- 

ing: 

e vifts (money transfers to chari- 
ties and individuals outside the 
household) 
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personal security (including pen- 
sion contributions, insurance 
and annuities) 


@® taxes 


@ consumption. 


Consumption includes all goods 
and services that are acquired for 
the benefit of household members. 
All consumption figures have been 
adjusted to impute ‘consumption 
flows’ for housing and automobile 
expenditures (see Imputing consump- 
tion flows for housing and automobile 
expenditures)" 


Since the distinction between the 
incorporated and unincorporated 
self-employed is not available in the 
SHS, this section focuses on the 
differences between paid employ- 
ees and the self-employed as a 
whole. Households are classified as 
self-employed or paid workers 
according to the class of worker of 
the person who makes most of 


the household financial decisions. 
Income in this section refers to 
household rather than individual 
income since households are 
assumed to pool expenditures. 


The households of the self- 
employed spent about 15% more 
than those of paid employees 
($11,600), but their household in- 
come was also higher by about 
13% (Table 4).'* For both paid 
employees and the self-employed, 
consumption represented the larg- 
est expenditure group—more than 
60% in both cases. The second 
largest expenditure was taxes, 
accounting for 23% of the total for 
paid workers and 22% for the self- 
employed. Both groups earned 
more than they spent—10% for 
paid employees and 8% for the 
self-employed—indicating that 
potential savings were similar for 
each group.” 


Table 4 Average expenditures - self-employed versus paid 
employees, age 25 to 59 


Paid 
employees 
Average total household 
expenditures 79,100 
Consumption 54,100 
Personal security 5,700 
Gifts 1,400 
Taxes 18,000 
Average total household 
income 87,600 


Middle income! 


Self- Paid Self- 


employed employees employed 
$ 

90,800* 72,900 72,300 
63,400* 52,200 53,500 
5,700 5,500 5,000 
2,000 1,300 1,200 
19,700 14,000 12,600 
99,000* 76,500 76,100 


* significantly different at the 5% level 


1. Excluding individuals with before-tax income below 2/3 of the median and above 4/3 of 


the median. 


Note: Figures are rounded to the nearest 100. 


Source: Statistics Canada, Survey of Household Spending, 2008. 
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For a more detailed look at spending, consumption 
can be disaggregated into four main components: ex- 
penditures on residence and properties; transporta- 
tion; food, clothing and care; and ‘other,’ which 
includes items that may be less essential for the safety 
and security of individuals (see Lafrance and 
LaRochelle-Coté 2011). 


The self-employed spent more than paid employees 
on all components and sub-components of consump- 
tion (Table 5). However, differences were larger in the 
housing component, where expenses of the self- 
employed exceeded those of paid employees by 
$5,000 (26%). Expenses on food and health care and 
miscellaneous items were also higher for the self-em- 


ployed. 


The higher spending on housing translated into a slightly 
higher proportion of total consumption spent on resi- 
dence and properties by the self-employed—38% ver- 
sus 35% for paid employees. As a share of the total, 
the self-employed also spent proportionately less on 
transportation—17% versus 20%. Spending differed 
little for the other items and each group spent about 
the same proportion of their overall income on con- 
sumption. 


Conclusion 


The self-employed represent 16% of the total 
Canadian workforce. Despite the necessity for the 
self-employed to manage fluctuations in income and, 
in most cases, finance their retirement without an 
employer pension plan, studies examining the financial 
well-being of the self-employed are relatively rare. 
Using a variety of data sources, this study examined 
differences between paid employees and the self-em- 
ployed across a number of income, wealth, and spend- 
ing indicators to provide a more comprehensive view 
of their financial well-being. 


In 2009, both paid employees and the self-employed 
averaged more than $85,000 in total household 
income. However, this masked differences across self- 
employment categories. The average household 
income of the incorporated self-employed was 24% 
higher than that of paid employees. Conversely, the 
average household income of the unincorporated self- 
employed was 15% lower than that of paid employ- 
ees. The household income of the self-employed was 
also more dispersed. 
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Table 5 Detailed consumption patterns —- 
self-employed versus paid 
employees, age 25 to 59 


Paid Self- 
employees employed 
$ 
Residence and properties 19,100 24,100* 
Shelter 11,800 15,100* 
Other accommodation 1,200 1,800 
Household operations 3,800 4,500* 
Furnishings and equipment 2,200 2,600 
Transportation 10,600 10,900 
Purchased automobiles 3,800 4,000 
Automobile operations 5,600 5,700 
Public transportation 1,200 1,200 
Food, clothing and care 14,800 16,800* 
Food 8,200 9,200* 
Clothing 3,400 3,700 
Personal care 1,400 1,400 
Health 1,800 2,600* 
Others 9,600 11,600* 
Recreation 4,700 5,800* 
Reading and printed material 200 300* 
Tobacco and alcohol 1,700 1,800 
Miscellaneous 2,900 3,600 
% 

As a percentage of total 100.0 100.0 
Residence Bors 38.0 
Transportation TkS WZE2 
Essentials DILL 26.6 
Others e/e7, Ses 


* significantly different at the 5% level 
Note: Figures are rounded to the nearest 100. 
Source: Statistics Canada, Survey of Household Spending, 2008. 


However, the self-employed were wealthier than paid 
employees. In 2009, the median net worth of the self- 
employed was 2.7 times that of paid employees. The 
self-employed were also relatively confident that their 
retirement income would suffice to maintain their liv- 
ing standards, even though they planned to rely more 
on private sources to finance their retirement than paid 
workers. 


The joint distribution of income and wealth indicated 
that the lower-income self-employed generally had 
greater wealth at their disposal than paid workers with 
similar annual income. Fully 27% of the self-employed 
were classified as having household income below the 
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Individual income of the self-employed 
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Because owners of incorporated businesses are legally sepa- 
rate from their business entities, they can earn income in 
a variety of ways—by drawing a salary, by collecting divi- 
dends accruing to shareholders, through capital gains or 
through net self-employment income if they maintain a non- 
incorporated registered business along with their corpora- 
tions. 


In contrast, the unincorporated self-employed have fewer 
options. These businesses are not legally separate from their 
owners, who must report proceeds as net self-employment 
income.”° Consequently, self-employment income is usually 
their main source of market income, although some may also 
report earnings from another paid job. 


Overall, average individual income was slightly higher 
among paid employees (Table 6). In 2009, paid employees 
averaged $52,400 in total income, compared to $46,200 
among the self-employed. As might be expected, most of 
the income of paid employees was from wages and sala- 
ries. The sources of income for the self-employed were more 
varied as they reported about $17,500 in wages and sala- 
ries, $20,600 in self-employment income, $4,400 in invest- 
ment income (including dividends) and $1,100 in capital 
gains. 


Just like household income, individual income varied sig- 
nificantly between the incorporated and the unincorporated. 


Table 6 Individual income sources - self-employed and paid employees, age 25 to 59 
Self-employed 
Paid 
employees Total Incorporated Unincorporated 
$ 

Average total annual income 52,400 46,200 * 57,800 38,900* 
Average total market income 50,000 44,400* 56,600 36,900* 
Wages and salaries 47,900 17,500 * 36,300* 5,800* 
Self-employment income 400 20, 600 * 10,000* ZELOO TE 
Investment income 700 4,400 * 8,600* 1,800* 
Capital gains 300 11008 700* 1,300* 
Other income 800 900 1,000 900 
Average total government transfers 2,300 1,700* 1,200* 2,000* 
Employment insurance and social assistance 1,300 500 * 400* 500* 
Other 1,000 1,200 * 800* 15500* 
Median annual income (total) 43,100 27,900 39,300 21,400 
Annual work hours hours ; 
Average hours worked LAZO 2,090 * 23007 1,930" 
Median hours worked 1,960 2,090 * 2,230* 2,090 


ee 


* significantly different from paid employees at the 5% level 


Note: Income figures are rounded to the nearest 100. Hours are rounded to the nearest 10. # 
Source: Statistics Canada, Survey of Labour and Income Dynamics, 2009. 


As a result, the unincorporated had 26% lower income than 
paid employees. At $57,800, the income of incorporated 
self-employed was similar to that of paid employees.?! 


The differences in total income were largely due to differ- 
ences in market income, with little variation in government 
transfers across groups. The market income of the incor- 
porated self-employed and of paid employees was about 
the same, while the market income of the unincorporated 
was $13,100 lower. The majority (73%) of market income | 
earned by the unincorporated came from self-employment 
income, but another 16% came from wages and salaries. 
Income was more diffuse across sources among the incor- 
porated, with two-thirds coming from wages and salaries, 
16% from investment and capital gains (including dividends), 
and 18% from net self-employment income. More than 95% 
of the market income of paid employees came from wages 
and salaries. 


The incorporated self-employed worked an average of 
2,350 hours in 2009, compared to 1,930 hours for the 
unincorporated and 1,770 hours for paid employees. This 
translated into an average hourly rate of about $24 per hour 
for the incorporated and just over $28 per hour for paid 
employees. The unincorporated self-employed earned, on 
average, significantly less—$20 per hour. 


Statistics Canada — Winter 2011 Perspectives on Labour and Income / 13 


The financial well-being of the self-employed 


Financial capability scores 


A unique feature of the Canadian Financial Capability Table 7 Financial capability pees : self- 
Survey is a series of 14 questions designed to test respond- employed versus paid employees, 
ents’ knowledge of financial principles and practices. Al- age 25 to 59 

though there is broad recognition that financial literacy 
should be a component of an entrepreneur’s skill set, there 
is little empirical evidence on the subject. Keown (2011) 
found differences in test scores between the self-employed 


Paid Self- 


employees employed 


and paid workers that are statistically significant at the . % 
lower and higher end of the distribution but not in the mks og AEG fled he 6.0 Bs 
_ middle. Corresponding differences were found across the 1 0.4 0.5 
population of interest (Table 7). On average, the self- 2 0.7 0.5 
employed answered 9.1 questions correctly compared to 8.7 3 Wi 0.7 
| for paid workers. The difference at the mean reflected a A 13 7 
larger proportion of self-employed at the top of the distri- 5 28 2.8 
| bution: 37.6% of the self-employed answered 11 or more 6 a 47 
| questions correctly compared to 31.1% of paid workers. 7 97 79 
A multivariate analysis (data not shown) indicated that the 8 11.8 10.6 
mean financial capability score for the self-employed re- y 13.8 12.7 
mained significantly higher than the score for paid work- 10 14.8 14.7 
ers after controlling for age, education, region, immigration ia 13.3 14.4 
status and occupation. 12 9.7 11.2 
13 5.7 8:5 
14 Ded 3.9 
Mean Shi // Ont 


Source: Statistics Canada, Canadian Financial Capability Survey, 2009. 


population median avd net worth above the popula- a significant number were self-employed in their second 
tion median. This compared to 14% of paid employ- job. As a proportion of the total workforce, however, 
ees in the same situation. The self-employed were also multiple jobholders with a business on the side repre- 
mote likely to have the combination of higher income sent a small portion of the overall workforce. 

and higher wealth than paid employees. The apparent 3. To avoid the concentration of unattached individuals 
discrepancy between household income and wealth, among low-income families, all dispersion measures are 
also noted in the United States, could be due to the based on household income values that have been 
fact that many self-employed people leave money in adjusted for the size of the family. These ‘adult-equiva- 
their businesses for investment purposes, for debt- lent adjusted’ (AEA) household income figures can be 
servicing, or simply to build up a reserve fund. obtained by dividing total household income by the 


square root of the household size. 
The overall expenditures of the self-employed and 


paid-worker households accounted for a similar pro- 
portion of their incomes, although the self-employed 
spent proportionately more on housing and less on 
transportation. 


A limitation of the Canadian Financial Capability Survey 
is that information on assets is missing for approxi- 
mately 50% of survey respondents. However, both the 
self-employed and paid employees had a similar degree 
of non-response. Also, the characteristics of those who 
did not answer the assets part of the survey did not differ 


between the self-employed and paid employees, thereby 


minimizing sample bias error. 
@ Notes 


». Lhe reteren sentati as 
1. Source: Labour Force Survey, CANSIM Table 282-0011. £6 Dereon 1s TEPRESeOMLNS OU AUR 


major source of employment income as they earned at 


2. According to the Survey of Labour and Income Dynam- least 50% of the total household income in at least two- 
ics (SLID), about one-tenth of paid employees in their thirds of all households. Restricting the sample to self- 
main job had at least one other job at the same time. employed people earning at least 50% of total household 
Most were also paid employees in their second job, but income did not change the main conclusions. 


14 / Perspectives on Labour and Income | Winter 2011 — Statistics Canada 


6. 


10. 


Ala 


12. 


3. 


14. 


Because the CFCS had a higher rate of non-response and 
2009 was a downturn year, the results were verified 
against Statistics Canada’s two most recent editions of 
the Survey of Financial Security (SFS), conducted in 1999 
and 2005. A proxy variable based on income information 
and business ownership had to be derived to identify 
sutvey respondents who were most likely to be self- 
employed because the SFS does not have a job status 
indicator. In all cases, the average wealth of the self- 
employed was at least twice the average wealth of paid 
employees. 


For the self-employed, however, tangible assets could 
include properties, machines and materials that are also 
used to conduct business, but not necessarily included or 
declared a ‘business asset,’ for example, a farm, a cat used 
for business and personal reasons, or an office located 
within the house. 


Assets that are used to conduct business include agricul- 
tural property, machinery and equipment, wholly or 
partially owned business property and assets, and copy- 
rights, patents and royalties. 


The CFCS enquired about personal household wealth, 
not the company’s wealth. As a result, some of the self- 
employed—particularly the incorporated—might not have 
reported the full value of their corporations. 


The CFCS question on financial assets asked respondents 
to consider the value of their employer pension plans in 
their estimates. In contrast, the SFS used plan descrip- 
tions to calculate the value of employer pensions. Thus, 
the CFCS may under-represent the value of employer 
pensions relative to the SFS. Nevertheless, the ratio 
between the median wealth of the self-employed and 
paid workers is similar in both surveys. 


The vast majority of the self-employed are not covered by 
private pension plans. 


In 2006, 44% of employed men age 65 and over were self- 
employed compared with 24% and 15% of those age 55 
to 64 and 25 to 54, respectively (Uppal 2011). There was 
a similar pattern among women. 


The first $750,000 in capital gains from the sale of a 
qualifying corporation can be tax-free. This particular 
feature of the tax system, called the Lifetime Capital 
Gains Exemption, is seen by many entrepreneurs as an 
important source of retirement income. 


Individuals were classified on the basis of their AEA 
(adult-equivalent adjusted) income and net worth. The 
AEA isa ‘per adult’ equivalent that takes the number of 
people living in the household into account. It can be 
obtained by dividing total household and net worth 
figures by the square root of family size and is considered 
mote closely aligned with an individual’s true financial 
well-being. 
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15. Since the combination of low wealth and high income 
may be due to factors other than self-employment, a 
model was estimated that controlled for industry, occu- 
pation and a number of socio-economic characteristics. 
The self-employed were still significantly more likely to 
have lower incomes and higher wealth than paid workers. 


16. In the SHS, the household reference person is the one 
taking care of the family’s finances. Because the SHS does 
not provide information about the class of worker of 
sutvey respondents, self-employment was proxied by 
identifying those who said that their major source of 
income was from self-employment or those claiming 
property taxes or rents against business income. 


17. A consumption flow is an estimate of consumption 
setvices that are obtained on an annual basis from 
durable goods and can be roughly interpreted as the 
amount that would have to be paid to ‘rent’ them. 


18. All consumption, expenditure and income items are 
reported at the household level in the SHS. Survey 
respondents are those responsible for maintaining the 
family’s finances. This means that other members of the 
household could influence household income and spend- 
ing as paid employees. 


19. The differences were also quite small when the compari- 
sons were restricted to households in the middle of the 
income distribution. 


20. Net self-employment income can be reported in the T1 
file as business income, professional income, commis- 
sion income, farming income or fishing income. Self- 
employment income is defined as the sum of the net 
income reported in all of these five reporting options. 


21. Given that the self-employed are typically older than paid 
employees, age-adjusted incomes were also calculated. 
This did not significantly alter the results. Furthermore, 
longitudinal data from 2005 to 2008 were also used to 
check for the robustness of these results. Individuals 
who were self-employed (or paid employees) through- 
out the period were included in the sample. The conclu- 
sions remained largely unchanged. 


22. Hours worked are defined as total hours paid in all jobs 
during the reference year. 
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Delayed retirement: 


A new trend? 


Yves Carriere and Diane Galarneau 


The authors wish to thank Angéle Lariviére, who worked as a summer student at Human Resources 
and Skills Development Canada in 2008, for helping develop the working-life tables. 


n recent years, Canada’s aging population and 

the retirement of baby boomers has attracted a 

great deal of attention. Although the aging of the 
boomer generation is inevitable, certain incentives for 
older workers to continue working are frequently 
being considered to reduce the economic impact of 
aging (Burniaux et al. 2004; Expert Panel on Older 
Workers 2008; Denton and Spencer 2009; Hering and 
Klassen 2010; Hicks 2011). As life expectancy and years 
of good health increase, these measures may help strike 
a better balance between increased longevity and length 
of retirement (Castonguay and Laberge 2010). As well, 
they may make it easier to transfer knowledge and 
human capital, ease the transition to retirement and help 
workers who ate financially unprepared (Mintz 2009). ' 


On the other hand, change may already be under way. 
While there was a marked trend toward early retire- 
ment in the 1980s and early 1990s prompted by high 
public-sector deficits and downsizing of private- 
sectot organizations (Wannell 2007), the tide appears 
to have turned since the late 1990s. In 1997, the down- 
ward trend in the employment rate of individuals age 
55 and over reversed—their employment rate has since 
increased by 12 percentage points to 34%—higher 
than in 1976 (Chart A). 


The upward trend in the employment rate of those 
55 and over could continue given that boomers are 
mote highly educated, the coverage rate of defined- 
benefit pension plans is on a downward trend, and 
the expected tightening of the labour market due to 
incoming smaller cohorts (Gougeon 2009; Expert 


Chart A Employment rate trend for people 
55 and over reversed in the mid- 
1990s 


1976. 1981 19862 199) 1996 2001 2006 2010 


Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 


Panel on Older Workers 2008). In addition, work is 
becoming less physically demanding due to techno- 
logical advances (Beach 2008). The trend may also have 
been amplified by the recent recession and financial 
crisis as well as the debt load of workers nearing 
retirement (Draut and McGhee 2004; Copeland 2009; 
RBC 2011; Marshall 2011). These factors may already 
have prompted a number of workers to postpone 
their retirement (Sun Life Financial 2011). 


Using data from the Labour Force Survey (LFS), this 
article examines changes between 1976 and 2010 
in indicators that measure aging of the workforce 
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and delayed retirement. This article also attempts to 
reconcile two apparently contradictory trends: the 
increasing employment rate of individuals 55 and over 
and the relatively stable average retirement age in 
recent years (CANSIM Table 282-0051). The follow- 
ing questions will then be examined using working-life 
tables: How has the expected working life at age 
50 changed in the last three decades? Is expected work- 
ing life after age 50 increasing, as suggested by the 
recent increase in the employment rate? If it is in fact 
increasing, when did the trend change direction? Are 
the expected years in retirement a larger portion of life 
after 50 now than in the late 1970s? Lastly, the article 
looks at changes in the normal hours of work of indi- 
viduals 55 and over during the period in which their 
employment rate showed strong growth. Since older 
workers tend to reduce their hours of work, could 
such a decrease offset the positive impact on the longer 
expected working life? 


Aging has changed the age composition 
of the population 


Population changes in recent decades have changed 
the age structure of the population age 15 and over 
(Chart B). The percentage of individuals 55 and over 
increased from 22% to 32%. A large part of that 
growth has occurred since the early 2000s, as the 
boomer generation entered the 55-and-over age 


group. 


Chart B_ Percentage of the population 55 
and over rose rapidly from the 
early 2000s 


55 and over 
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 
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At the same time, the percentage of 15- to 24-year- 
olds dropped significantly from 27% to approximately 
16%. The percentage of 25- to 54-year-olds increased 
rapidly in the 1970s and early 1980s, levelled off and 
began to decrease in the second half of the 2000s. 


Noticeable increase in the employment 
rate of older Canadians 


The change in the population’s age composition coin- 
cided with major social and labour market upheavals 
in Canada. The most prominent change in that period 
was an increase in the employment rate of women age 
15 or over, from 41.9% in 1976 to 57.9% in 2010. In 
contrast, the employment rate of men age 15 or over 
fell by more than 7 percentage points in the same 
period. 


Chart C Employment rate trend reversed for 
men, continued increase for women 
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Particularly noteworthy are increases in the employ- 
ment rate in recent years of both men and women 55 
and over (Chart C). For men, this is a reversal of a 
previous trend in which the employment rate of those 
55 and over dropped from 45.4% to 29.8% from 
1976 to 1996. By 2010, it had risen to 39.4%. Men age 
65 to 69 showed the most pronounced change, as their 
employment rate almost doubled between 2000 and 
2010. The employment rate of men 60 to 64 also 
increased significantly. 


For women, the upward trend in the employment rate 
began in earnest in 1996. Before then, the employment 
tate was relatively stable, with only the 55-to-59 age 
group rising slowly but steadily. After 1996, the 
employment rate of 55-to-59 year-olds increased to 
64.1% in 2010, while the employment rate of women 
60 to 64 almost doubled, from 21.5% to 41.4%. The 
employment rate of women age 65 to 69 increased at 
the fastest pace, from 6.9% in 2000 to 16.6% in 2010. 
These increases narrowed the employment-rate gap 
between men and women from 28.5 percentage points 
in 1976 to 10.8 in 2010. 


An aging workforce 


The increased participation of older age groups and 
the relative decrease in younger workers are two fac- 
tors contributing to the aging workforce. The percent- 
age of workers 55 and over declined slowly until the 
mid-1990s and then rose sharply in the early 2000s. In 
2010, more than 1 in 6 workers was 55 or over 
(Chart D). 


Chart D After a slow decline, the 
percentage of workers 55 
and over rose 


Both sexes 
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 
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The aging workforce has also changed the potential 
capacity to replace older workers. In 1976, there were 
2.3 younger workers age 25 to 34 for each worker 55 
ot over. In 1991, the ratio peaked at 3.1. The ratio 
then fell to 1.3 in 2010 (Chart E). 


ChartE After peaking in 1991, the 
entrant-retiree ratio dropped 


Both sexes 
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 


For most of the period studied, the entrant—retiree 
ratio of women was higher than that of men, reflect- 
ing their younger age—the median age of employed 
women in 1976 was almost 3 years younger than that 
of employed men (Chart F)—and the increasing em- 
ployment rate of younger women, which helped lower 
their average age. As a result, the entrant—tetiree ratio 
rose stom 2c in LONGO om. bo 1 


The median age of women gradually caught up to that 
of men, so that the gap between them closed to 
approximately 1 year in the 2000s. Over time, the par- 
ticipation of women in the labour market became simi- 
lar to that of men, resulting in a comparable 
entrant—tetiree ratio of 1.3 in 2010. 


Indicators of a lengthening working life 


The concept of retirement age is not easily measured, 
despite widespread interest in the concept (Bowlby 
2007; Denton and Spencer 2008—see Data source, 
method and definitions). However, some indicators seem 
to point to a lengthening working life in recent years. 
Given the potential effects of a longer working life on 
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Chart F Median age of employed women 
has almost reached that of men 


Median age 
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Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 


economic growth (Expert Panel on Older Workers 
2008; Denton and Spencer 2009), it is important to 


understand the recent trends. 


First, the annual full-time employment rate was repro- 


2001 2006 2010 


the overall employment rate. The increase continued 
through 2010, the employment rates of those age 
groups being higher than in 1997 and 1976. 


For those 55 years and over, the employment rate 
increased between 1997 and 2010, with the employ- 
ment rate for each year of age over 55 exceeding the 
1997 rate. The 2010 rates also exceed the 1976 rates 
up to age 60, and from this age and up the 2010 and 
1976 rates are similar. 


Both men and women are entering full-time employ- 
ment later in life (Chart H). In the over-55 age group, 
the employment rate of men fell between 1976 and 
1997, but that of women rose during and beyond that 
period. In addition, the 2010 rebound in the employ- 
ment rate of those 55 and over is primarily the result 
of the sharp increase in the full-time employment rate 
of women. Men contributed to the rebound to a lesser 
extent. 


The increase starting in the mid-1990s in the employ- 
ment rate of men 55 to 69 may indicate delayed retire- 
ment. The increase in the employment rate of women 
is likely the result of two trends: delayed retirement 
and the arrival of cohorts with higher employment 
rates. 


duced by age at three points in time: 1976, 1997 (the 


major turning point in retirement 
behaviour) and 2010 (Chart G). 
The full-time employment rate was 
chosen to approximate the concept 
of ‘career job,’ that is, the job held 
after graduation and before retire- 
ment. 


A rightward shift can be seen in the 
employment rate by year of age 
when comparing 1976 to 1997 and 
2010, such that younger workers 
are starting full-time work later in 
life. In 1976, the full-time employ- 
ment rate reached the level of the 
older groups at about age 25. In 
2010, that level was teached at 
age 29 mainly due to increased 
years of education. 


Moreover, the employment rate 
increased between 1976 and 1997 
for each year of age from 27 to 54. 
That period coincides with the in- 
creasing participation of women in 
the labour market, which boosted 
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Chart G Younger workers entering full-time work later 
in life, employment rates rebounding among 
older workers 
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Data source, method and definitions 


Data source 

This article is based on data from the Labour Force Sur- 
vey (LFS), which has a sample size of 54,000 households 
each month. The LFS provides information on major labour 
market trends by industry, occupation, hours worked, em- 
ployment rate and unemployment rate. In this article, the 
population being studied is that of older workers—those age 
55 and over. However, the working-life tables are based 
on the population age 50 to 80, since this is the age group 
covering most retirements. Since data for the Northwest Ter- 
ritories, Yukon and Nunavut are not included, the findings 
of this study apply only to the 10 provinces. 


Retirements 

The LFS allows the number of retirements in a month or 
year to be calculated, since “retired” is one response to the 
question about the reason for stopping work, which is asked 
if the respondent is not working at the time of the survey, 
but has worked in the preceding 12 months.? Retirements 
are recorded only for those age 50 and over. 


Retirements identified using the LFS are not necessarily full 
retirements, first retirements or career job retirements. The 
LFS records retirement as reported and perceived by the 
respondent at the time of the survey. Since the concept of 
retirement has changed since the survey began, the con- 
cept captured by the LFS has also changed. Compared with 
retirements recorded during the 1970s and 1980s, retire- 
ments recorded today are less likely to be full retirements, 
since the paths to retirement have become more varied 
(Schellenberg et al. 2005). As a cross-sectional survey, the 
LFS cannot identify the multiple states between first retire- 
ment and full retirement. 


The method used to obtain the number of retirements is not 
the same as the one used in Gower (1997). The retirement 
file used therein considered only the retirements for 1 out 
of 6 months for each rotation group. In this article, responses 
from all rotation groups are considered. However, retire- 
ments in the first and last months of data collection for each 
year of retirement have been excluded. The number of re- 
tirements for the first month of collection (for example, Janu- 
ary 2010 for retirements in January 2010) is consistently 
lower, since respondents have only 
two weeks to report their retirement. 
The last month of data collection 
(for example, November 2010 for 
retirements in January 2010) is also 
excluded, due to a processing adjust- 
ment introduced in November 1995. 
Excluding the last month of data col- 
lection ensures that the data are proc- 
essed in the same way for all selected 
months. 


Table 1 


Reason 


Personal or family 
responsibilities 


In this article, data are presented by 
year of retirement and not by year of 


data collection. Each year of retire- are ott 
ment data requires 21 months of col- ie 
lection. For example, to obtain all the Retire 
retirements in 2009, the LFS data Other 


from February 2009 to October 2010 
must be used. Therefore data on re- 
tirements in 2010 are not shown be- 


: ; d 2009. 
cause collection is not yet complete. i 
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Distribution of individuals age 50 and over who left a 
job in the 12 months preceding the LFS reference 
week by reason, selected years! 


IIIness or disability 


1. With the exception of 2009, the preceding years are comparable in the business cycle. 
Source: Statistics Canada, Labour Force Survey (LFS), 1976, 1980, 1989, 1999, 2007 


Method 

Expected working-life calculation 
Expected working life can be calculated using LFS data with | 
a method similar to the one used for calculating life ex- | 
pectancy (Bélanger and Larrivée 1992; Denton et al. 2009). 
First, the number of retirements for each year of age from 
50 to 80 is calculated using the LFS retirement variable. 
The retirement rate is then determined by dividing the 
number of retirements by the annual average number of 
employed individuals for each year of age plus one-half of 
the retirements at the same age (assuming that retirements 
are distributed evenly throughout the year). To a hypothetical 
cohort of employed 50-year-olds in a given year (say, 1976), 
that year’s retirement rates for each subsequent year of age 
are applied, as if the cohort were aging and shrinking as 
a result of retirements. That makes it possible to determine 
the number of years that a person would spend working and 
in retirement if, beginning at age 50, the retirement rates 
were the same as in 1976. 


Expected working life has been calculated as described | 
above for each year from 1976 to 2009. Since retirement 
occurs relatively infrequently, three-year moving averages 
have been used to calculate retirement rates. Thus the 
tables go from 1977 to 2008. 


Since life expectancy has continued to increase, expected 
working life takes both changes in behaviour regarding re- | 
tirement and declining probabilities of death into account 
(Canadian Human Mortality Database, Université de | 
Montréal 2010). It must therefore be assumed that mortality 
is the same for the employed and the general population. 
The method can show how expected working life starting 
at age 50 has changed as a percentage of the remaining | 
years of life. The tables stop at age 80 since there are few 
employed people over 80. 


In this article, only employment exits for retirement | 
(Table 1) are considered, even though other types of | 
exits (for example, layoff, caregiving or illness) may lead 
to retirement. If all exits had been included, the number 
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Data source, method and definitions (concluded) 
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| 

| 

of employed individuals in the hypothetical cohort would 
| have declined more quickly in each year, but the findings 
would have been the same. The study by Denton et al. shows 
similar trends using a very broad definition of retirement, 
wherein retirement rates correspond to the drop in the 
participation rate between two ages. 


The distribution of reasons for job exits for those over 50 
changed over time. For example, the proportion of exits due 
to layoffs increased between 1976 and 2009, while personal 
and family reasons decreased. Retirements increased un- 
til the late 1990s, but have dropped in recent years. 


One advantage of the expected working-life tables is that 
they make it possible to identify trends of older workers 
approaching retirement that are not affected by the age 
structure of the 50-and-over age group. Given that the first 
of the baby boomers entered the 50-and-over age group 
in the mid-1990s, certain changes among older workers may 
be primarily the result of the age of the group dropping 
due to the significant influx of the baby boomers. 


Definitions 
Older worker: In this article, a worker who is 55 or over. 


Entrant-retiree ratio: There are several ways to calcu- 
late this type of ratio, and they all result in very similar 
trends. In this article, the number of workers age 25 to 34 
is divided by the number of workers age 55 and over. The 
25-to-34 age group was chosen instead of the 15-to-24 age 
group to avoid including students in the indicator. 


Retiree: A person age 50 or over who has worked in the 
preceding 12 months, but is not working at the time of the 
survey as result of retirement. 


Expected working life: In this article, ‘expected work- 
ing life’ is used instead of ‘pre-retirement expected work- 
ing life’ for brevity. Both refer to the same concept, namely 
the number of years that an employed 50-year-old can 
expect to work before retiring or dying, should this occur 
before retirement. 


Post-retirement life expectancy: The number of years 
one can expect to live after retiring from a job. 


An analysis of employment-rate 
changes alone is not enough to 
determine whether retirement is 
being postponed, especially among 
women. Therefore, another indica- 
tor will be examined: the average 
retirement age. 


Interpretation issues with 
the average retirement 
age 


The <averace retirement age is 
often used to study changes in 
retirement behaviour. The average 
retirement age rose somewhat 
after bottoming out in the mid- 
1990s (Chart I); however, since 
2004 it has remained relatively sta- 
ble at around 62, which is surpris- 
ing because the employment rate of 
those 55 and over has been rising 
sionificantly for a number of years. 


Whether average retirement age is 
calculated from the LFS or another 
source, it must be interpreted with 
caution for the following reasons: 


e [tis influenced by the age struc- 
ture of the 50-and-over age 


Chart H For men under 65, the full-time employment rate 
has remained lower than in 1976, for women, it has 
increased continuously starting at age 24 since 1976 


Age (years) 


Source: Statistics Canada, Labour Force Survey, 1976 to 2010. 


group. 
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Chart! Average retirement age stable 


since 2004 


Average retirement age 
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Source: Statistics Canada, Labour Force Survey, 1977 to 2009. 


e [tis more sensitive to early retirements than delayed 
retirements. 


e Itis not necessarily representative of the behaviour 
of all workers approaching retirement. 


The influence of the age structure of the 50-and-over 
age group may result in a lower average retirement 
age if most of the employed people in that age group 
are 50 to 59, or a higher average retirement age if most 
of those people are 60 to 69. Therefore, the gradual 
entty of the sizeable boomer generation into the 50- 
and-over age group may have a large impact on the 
average retirement age. 


To illustrate this effect, the average retirement age from 
1976 to 2031 was calculated using 2008 annual 
employment and retirement rates. Only the age struc- 
ture was allowed to vary. In that way, the impact of 
age structure changes on the average retirement age 
between now and 2031 could be isolated (Chart J). 


In the mid-1990s, the first of the baby boomers turned 
50, making the 50-and-over age group younger ovet- 
all (the percentage of 60- to 69-year-old men and 
women dropped between 1990 and 2000), bringing 
down the average retirement age (by 0.5 years for men 
and 0.6 years for women) and partially offsetting the 
potential increase in the average retirement age, as a 
result of the numerous young retirees from the 
boomer generation. 
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Chart J Demographic effect on average 
retirement age 


Average retirement age 
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Source: Statistics Canada, Labour Force Survey, 1976 to 2009. 


Simlarly, the gradual entry of the boomers into the 
60-to-69 age group between 2006 and 2026 will age 
the 50-and-over worker group, increasing the average 
retirement age by approximately 1.5 years. The trend 
is significant because it could suggest a lengthening of 
the working life of older workers with no change in 
retirement behaviour. 


In addition to being influenced by the age structure, 
the average retirement age is more sensitive to early 
retirements than delayed retirements. For example, in 
the most extreme case that, in a given year, only one 
person retired and all other employed individuals post- 
poned their retirements, the average retirement age 
would be the age of that single retiree. The average 
retirement age would eventually reflect the late retire- 
ments, but not until a number of years after the changes 
in retirement behaviour of the employed individuals 
had occurred. 


In the above example, the average retirement age for 
that year would not account for the numerous indi- 
viduals who postponed their retirement and would be 
representative of the behaviour of only one individual. 


For these reasons, the average retirement age does not 
reliably reflect changes in retirement behaviour. This 
partly explains why, for several years, the average 
retirement age has not increased significantly, even 
though the employment rate of Canadians 55 and over 
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has risen sharply. The expected working life tables 
make it possible to measure changes in retirement 
behaviour more accurately. 


Expected working life* has increased by 
approximately three years since 1997 


While retirement age is hard to measure, it is possible 
to construct expected working-life tables from LFS 
data using a method similar to that for calculating 
life expectancy (Bélanger and Larrivée 1992; Denton 
et al. 2009; Wannell 2007—see Data source, method and 
definitions). Despite certain limitations, changes in 
expected working life reflect changes in retirement 
behaviour much mote accurately than average retire- 
ment age. 


Expected working life makes it possible to estimate 
the number of years that a person can expect to work 
before retiring.* 


The average number of years a 50-year-old can expect 
to continue working was compared (using expected 
working-life tables) with a similar number derived 
from the average retirement age? (Chart K). From 
1976 to the mid-1990s, both numbers fell significantly 
for men and women. However, the number derived 
from the average retirement age fell almost twice as 
much. 


As well, the increase that started in the mid-1990s is 
greater based on expected working life. For men, the 
increase starts in 1994 and totals 3.5 years. Using aver- 
age retirement age, the increase starts in 1997 and 
totals only 0.8 years. For women, the increase from 
the mid-1990s totals 3.5 years using expected working 
life and 1.6 years using average retirement age. 


The working-life tables therefore indicate a significant 
increase in delayed retirement starting in the mid-1990s, 
which is consistent with the increase in the employ- 
ment rate of older Canadians starting in the 
same period. The expected years of employment is 
even greater in 2008 (16 years for men and women) 
than in 1977 (14 years for men and women). These 
estimates indicate that, in 2008, Canadians tended 
to retire later in life than in 1977. Specifically, employed 
50-year-olds would have waited longer to retire at 
the 2008 retirement rates than at the 1977 retirement 
tates.” 
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Chart K Employed 50-year-old men likely to 
work for approximately 16 years 
before retiring, women almost as 
long 


Expected working life 
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Source: Statistics Canada, Labour Force Survey, 1977 to 2008. 


Fewer expected years in retirement? 


Has the trend toward later retirement resulted in fewer 
expected years in retirement after age 50? This ques- 
tion is important given the impact on economic 
growth of an increase in the number of years spent in 
retirement as a result of increased longevity. 


The working-life tables show that the expected length 
of retirement for men increased from 11.2 years to 
15.4 years between 1977 and 1994 (Chart L).’ It has 
since levelled off at approximately 15 years (in 2008).* 
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Chart L_ Length of retirement stable since 
the mid-1990s 


14 ve 
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Source: Statistics Canada, Labour Force Survey, 1977 to 2008. 


Although life expectancy has continued to increase since 
the mid-1990s, the proportion of expected years in 
retirement at age 50 has declined (Chart M). In 1994, 
slightly more than 55% of the remaining years of life 
after age 50 were expected to be spent in retirement; 
in 2008, the number fell to 48%, similar to the level in 
1977 (45%).” 


The trends for women are similar. From 1977 to 1996, 
the expected working-life tables show that the years in 
retirement for women increased from 16.4 to 20.6, 


Chart M Since the mid-1990s, decreasing 
proportion of total life expectancy 
spent in retirement starting at 
age 50 


1977, 1982 1987 1992 1997, 2002 2007 


Source: Statistics Canada, Labour Force Survey, 1977 to 2008. 
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and the years in retirement as a percentage of total life 
expectancy starting at age 50 increased from 53% to 
63%. The years in retirement then fell to 19 years in 
2008, or 55% of total life expectancy at age 50, which 
is comparable to the 1977 number. 


For both men and women, the expected working-life 
tables show that the expected length of retirement, in 
absolute terms, has stabilized after a sharp increase 
between 1977 and the mid-1990s. That relative stabil- 
ity, combined with an increase in life expectancy at 
age 50, has increased the percentage of years spent 
working after age 50 over the last 15 years or so. Since 
the trend to delayed retirement was well-established 
before the recent financial crisis and economic down- 
turn, it cannot be viewed as a direct consequence of 
these events. 


Decreased hours of work for men 
50 and over 


The longer working life of older workers may offset 
some of the economic impacts of aging. However, 
hours of work must be considered, since the number 
of hours worked generally declines with age. In the 
absence of a productivity increase, the full effect of 
longer working life on economic growth could be 
offset by shorter hours of work for older workers. 


As the employment rate of men 55 and over increased, 
their regular hours of work decreased (charts N and 
O). In 1997, men 55 and over worked an average of 
40.1 hours per week, compared to 38.6 hours per 
week in 2010.'° The decrease occurred mainly in the 
55-to-64 age group, with no significant decrease in 
older groups. The decrease affected mostly full-time 
wotkers, who worked an average of 1.4 fewer hours 
per week, while part-time workers added 0.6 hours 
per week. 


Despite the increased incidence of part-time work 
among men 55 and over (from 14.3% to 15.9% 
between 1997 and 2010), the employment growth was 
largely the result of an increase in full-time employ- 
ment which represented 5 out of 6 new jobs. 


The employment rate increase (which is partly due to 
delaying retirement) has had a marked effect on total 
annual hours of work for older men, which have 
increased by 87% since 1997. If the employment rate 
had not risen, the hours would have increased by 
51%.'' Therefore the slight decrease in average weekly 
hours was not sufficient to offset a large portion of 
the increase in annual hours. 
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Chart N Growing employment rate of 
individuals 55 and over 


55 to 59 60 to 64 65 to 69 70 and over 


Women 


60 to 64 65 to 69 


70 and over 


55 to 59 


* The differences between the 1997 and 2010 employment rates 
and average number of weekly working hours by age group are 
statistically significant at the 0.05 threshold. 

Source: Statistics Canada, Labour Force Survey, 1997 and 2010. 


The shortening of the average work week for men is 
mainly the result of a change in the composition of the 
male labour force. Specifically, the transition of older 
workers from primary and manufacturing industties, 
which traditionally entail relatively long hours of work, 
to business, construction, and professional, scientific 
and technical services, which have relatively shorter 
hours of work, is a key reason for the decrease in hours 
(accounting for between 37% and 44% of the 
change).'° 


26 / Perspectives on Labour and Income 


Chart O Average number of working hours 
getting shorter for men but longer 
for women 


Number of working hours 
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* The differences between the 1997 and 2010 employment rates 
and average weekly working hours by age group are statistically 
significant at the 0.05 threshold. 

Source: Statistics Canada, Labour Force Survey, 1997 and 2010. 


Increased average hours of work 
for women 


In addition to increased employment, the average 
work week lengthened slightly for women, from 
31.4 hours in 1997 to 31.9 hours in 2010. Unlike men, 
the positive effect of women’s increased employment 
is amplified by the longer average work week. The 
number of female workers 55 and over grew by 160% 
between 1997 and 2010. Assuming that their 2010 
average work week was maintained throughout the 
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year, women’s average annual hours increased slightly 
more (164%) than the number of women. If the 
employment rate and average work week had 
remained at 1997 levels, the increase in annual hours 
would only have been 44%. 


Women’s increased hours of work are the result of an 
increased rate of full-time work despite a shortening 
of the work week of full-time workers from 
40.2 hours to 38.8 hours. In contrast, the work week 
of women in part-time jobs increased from 15.7 hours 
to 17.0 hours. 


Among women 55 and over, the distribution by 
occupation and industry remained relatively stable 
between 1997 and 2010, such that this factor did not 
significantly contribute to the increase in their average 
hours of work. 


Conclusion 


Baby boomers have played a large part in changes to 
the Canadian labour market over the last 30 years and 
their impact will likely continue to be felt for years to 
come. The aging of the boomer generation and its 
transition to retirement will have a major impact on 
the labour market and the overall economy. 


In fact, some of the changes are well under way. Since 
the early 1980s, workers 55 and over have represented 
an increasingly large part of the total population while 
the potential capacity to replace older workers has been 
decreasing. In 1991, the ratio of young worker (25 to 
34) to those nearing retirement (55 and over) was 3.1; 
in 2010, it was 1.3. 


An important trend in recent years for both men and 
women has been the growth in the employment rate 
of people 55 and over. This growth could mitigate 
certain anticipated effects of population aging. For 
men, the growth represents a reversal of a previous 
trend, since their employment rate was falling between 
1976 and 1997. For women, the growth is the con- 
tinuation of a trend. From 1997 to 2010, the employ- 
ment rate of men 55 and over grew from 30.5% to 
39.4%, and that of women grew from 15.8% to 
28.6%. 


This strong growth seems at odds with the stability of 
the average retirement age since 2004. The average 
retirement age has remained at approximately 62 for 
close to 7 years. As an indicator, it has a number of 
limitations and may misrepresent retirement trends. In 
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order to address these shortcomings, the expected 
working life was calculated using a method similar to 
that used for calculating life expectancy. 


This approach makes it possible to calculate the 
number of years a 50-year-old Canadian can expect to 
work before retiring if he or she were subject to the 
retirement rates for a given year as they aged. 


The working-life tables indicate a significant increase 
in delayed retirement starting in the mid-1990s. 
Expected working life was even higher in 2008 than in 
1977. It was about 14 years for men and women in 
1977, compared to 16 years in 2008. 


The recent trend to delayed retirement also stabilized 
the expected length of retirement. The working-life 
tables show that the expected length of retirement 
increased from 1977 to the mid-1990s and has since 
remained relatively stable. The expected length of 
retirement expressed as a percentage of total life 
expectancy after age 50 was about the same in 2008 as 
il OT. 


Although the 2008 financial crisis and economic 
slowdown may have prompted some workers to 
postpone their retirement, delayed retirement is far 
from being a new trend. The results show that the 
trend began in the mid-1990s, well before these events. 


Delayed retirement could alleviate some of the eco- 
nomic challenges of population aging. However, hours 
of work must be considered, since a drop in average 
weekly hours could partly offset the impact of an 
increased expected work life on annual hours and 
economic growth. In fact, the average work week for 
those 55 and over in 2010 was indeed 1 hour shorter 
than in 1997. 


Despite this drop, annual working hours for those 
5) anid over increased: by®877e since 19979 1F the 
employment rate had remained at its 1997 level, the 
increase would have been 48%. Therefore delayed 
retirement, measured by the working-life tables, has 
had a large positive impact on total annual hours 
despite the decrease in average weekly hours. 


@ Notes 

1. Mintz (2009) states that 1 in 5 Canadians fails to 
accumulate enough savings to replace 90% or more of 
his/her pre-retirement expenses. The proportion is even 
greater for low- and average-income earners. 
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2. Only starting in 1997 was this question asked of people 
who had been temporarily laid off. 


3. Here, and elsewhere in the text, ‘expected working life’ is 
used instead of ‘pre-retirement expected working life’ for 
readability. In theory, working life can end for reasons 
other than retirement. However, this article considers 
only termination of employment after age 50 as a result 
of retirement or death. 


4. Like the life-expectancy calculation, which gives an idea of 
the number of years a person has left to live if the 
mortality rate in a given year applies throughout that 
person’s life, the expected working-life tables make it 
possible to calculate the number of years a 50-year-old 
Canadian can expect to work before retiring if the 
retirement rates in a given year prevail into the future. 


5. For purposes of comparison, 50 was subtracted from the 
average retirement age and the number thus derived was 
compared to the expected working life at age 50. 


6. This result is also partly attributable to the lower death 
rate. 


7. This is a comparison between a 50-year-old Canadian 
under the 1977 retirement rate at each age and a 50-year- 
old Canadian under the 1994 retirement rate at each age. 


8. Using the average retirement age, the expected length of 
retirement increased from 10 years to 18.3 years in the 
same period. Both indicators show a sizeable increase in 
the expected length of retirement after age 50, however, 
the increase is noticeably greater using the average retire- 
ment age because it has a number of limitations, as 
mentioned earlier. 


9. Using the average retirement age, the increases went from 
39% in 1977, to 57% in 1994 and to approximately 59% 
in 2008. 


10. This comparison is between 1997 and 2010, and not 2008 
or 2007. Even though, in 2010, a number of population 
groups had not completely recovered the losses incurred 
during the 2008 recession, those 55 and over were less 
affected by the slowdown, and in 2010 men and women 
in that age group had employment rates that were greater 
than those in 2008 (39.4% versus 38.6% for men and 
28.6% versus 27.3% for women). The employment rates 
of those 55 and over were greater in 2010 than in 2007. 


11. The number of workers 55 and over increased by 95% 
between 1997 and 2010. Assuming that men maintained 
the annual average of weekly hours worked in 2010, week 
by week, their average annual hours would have increased 
slightly less (87%) than the number of workers. The 
increase in overall annual hours is slightly less than the 
increase in the number of workers. The LFS does not 
include annual hours. To obtain annual hours, the 
annual average of the weekly hours worked was multi- 


plied by 52. 
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12. This is the result of an Oaxaca decomposition. Demo- 
graphic variables were used in the regressions (age, age 
squared, education, province of residence, whether the 
person resided in a CMA, and marital status) as well as 
labour market variables (industry, occupation, length of 
employment, company size, unionization, whether the 
person was a part-time or full-time employee, and hourly 
wage). 
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Regional economic 


shocks and migration 


André Bernard 


very year, Canadian communities experience 

economic slowdowns, often caused by the 

closing of key establishments in the local 
economy. When the employment and wage prospects 
of one region weaken in relation to others, residents— 
particularly those active in the labour force—look to 
migrate elsewhere to improve their economic situa- 
tion. Theoretically, the decision to migrate or remain 
in one’s region is linked in part to the probability of 
finding a job and the expected level of income in the 
regions considered (Todaro 1986 and 1969). 


There are advantages to migrating from one region of 
the country to another. For example, people who were 
laid off and would otherwise be unemployed may find 
work in regions experiencing labour shortages. In such 
cases, migration serves as a market-adjustment mecha- 
nism (Blanchard and Katz 1992). However, significant 
decreases in population may have negative conse- 
quences for the affected regions. The economic and 
social vitality of those regions can suffer if property 
tax revenue and thus municipal services decline or stag- 
nate. Such a situation may then exacerbate the region’s 
economic decline, especially if those leaving are the 
most skilled or the youngest.! 


The people who leave following a regional economic 
shock are not necessarily the individuals directly 
affected by the job or income losses. Others may per- 
ceive a weakening in their long-term job and earnings 
outlooks and thus look to migrate. For example, an 
increase in a region’s unemployment or a decline in 
average earnings will generally limit residents’ poten- 
tial wage increases and their chances of obtaining new, 
higher-paying jobs in the same region. If unemploy- 
ment rates and average hourly wages remain the same 
in other regions, they will become mote attractive to 
potential migrants. 


André Bernard is with the Labour Statistics Division. He can 
be reached at 613-951-4660 or andre. bernard@statcan.ge.ca. 
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Such economic shocks ate mote likely to affect com- 
munities with smaller populations. The economies of 
large metropolitan centres are generally more diversi- 
fied (Beckstead and Brown 2003) and therefore less 
subject to abrupt changes. The economic prosperity 
of cities outside large metropolitan centres and migra- 
tion problems associated with them can draw the at- 
tention of public policy makers.* For example, if a 
policy’s objective is to promote retention of residents 
in a given region, it is important to know the extent to 
which economic considerations play a key role in the 
decision of these residents to migrate or not. 


Most studies examining the link between economic 
conditions and internal migration in Canada have 
looked at interprovincial migration (Finnie 2004, 
Coulombe 2006, Bernard et al. 2008, and Ostrovsky 
et al. 2008).°* Instead this study considers migration 
from one census agglomeration (CA) or census met- 
ropolitan area (CMA) to another.’ The main objective 
is to determine if there is a link between regional eco- 
nomic shocks and the migration of residents. The im- 
pact of changes in the economic situation of individuals 
on migration will also be examined. Regional eco- 
nomic shocks are defined by changes in regional eco- 
nomic conditions, measured by two variables: 
unemployment rate and average hourly earnings. These 
two variables reflect the extent to which a region 
offers strong employment opportunities at good wages 
for its residents. The economic situation of individuals 
is measured by the level of and changes in annual per- 
sonal income. 


The focus of this study is on migration from cities 
outside large metropolitan centres, that is, CAs and 
CMAs of less than 500,000 people. The migration 
period covered is from 2000 to 2008.° 


The preliminary goal of the study is to document 
migration during the period studied based on the size 
of the population of the CA and CMA. This is done 


to determine the extent to which residents of smaller 
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CAs and CMAs are mote likely to migrate. The desti- 
nation of these migrants will also be examined. Are 
they mostly going to large metropolitan centres or are 
they migrating to similarly sized CAs or CMAs? 


The primary data sources used for this study are the 
Longitudinal Administrative Databank (LAD) and the 
Labour Force Survey (LFS) (see Data sources and defini- 
t20NS). 


Migration much higher in small CAs 


In general, the smaller a region’s population, the higher 
its migration rate. For example, in 2008, the migration 
rate among persons age 20 to 54 living in a CA with 
a population between 10,000 and 19,999 was 7.9% 
(Table 1). In other words, 7.9% of the population of 
those regions in 2007 had migrated to another CA or 
CMA in Canada in 2008. In contrast, in CMAs of 
500,000 or more, this rate was only 2.3%. So residents 
of small CAs were more than three times mote likely 
to migrate elsewhere in the country than persons living 


in large CMAs. 


A negative relationship between the size of a CA’s or 
CMA’s population and its rate of migration in each 
year considered is observed from 2000 to 2008. CAs 
with medium-sized populations have lower migration 
rates than CAs with smaller populations. 


Table 1 Migration rate by CA or CMA 
population, persons age 20 to 54 


Population 
10,000to 20,000to 50,000to 100,000to 500,000 
191999 49,999 99,999 499,999 or more 
% 

2000 TG Gu aes) 4.2 2.5 
2001 8.4 6.6 Ooh, 4.5 2.8 
2002 8.2 Tt 6.3 3.0 2.0 
2003 10.0 7.8 6.9 ae) 3.4 
2004 8.5 6.2 5.6 4.3 py 
2005 8.4 6.5 5.6 4.3 2.6 
2006 8.2 6.6 5.6 4.3 2.8 
2007 10.4 v2 6.2 4.5 2.8 
2008 72 7.0 2 3.7 23 


CA Census agglomeration 

CMA Census metropolitan area 

Source: Statistics Canada, Longitudinal Administrative Databank, 
1999 to 2008. 
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Data sources and definitions 


The main databank used in this study is the Longitudi- 
nal Administrative Databank (LAD). It comprises a 20% 
random sample of the annual T1 Family File (TIFF), a cross- 
sectional file of all tax filers and their families. Census fami- 


_lies are identified from the information provided to the 


Canada Revenue Agency in tax returns and applications 
for the Canada Child Tax Benefit. These sources provide 
longitudinal data on individuals and their families, like 
sources of income and such basic sociodemographic char- 
acteristics as place of residence, age, sex, and family type. 


| LAD currently covers the period from 1982 to 2009. In this 


study, the data from 1999 to 2008 were used. 


For the purpose of this study, a move has taken place when 
a person lives in a census agglomeration (CA) or census 


| metropolitan area (CMA) at #-7 and lives in another at +. 


Conversely, no move has taken place when the person lives 


| in the same CA or CMA during the two years. Persons who 


leave the country are excluded from the analysis for their 


_ years outside the country. The first moves were observed 
between 1999 and 2000 and the last between 2007 and 


2008.’ 


In addition, if the person was a student at #-/ or at f¢, the 


move is excluded. Students often attend institutions out- | 


side their region of origin and their migration status may 


| be difficult to interpret for that reason. The tax deduction 


for full-time studies is used to identify students, with those 
in full-time studies at least four months in a year consid- 
ered as students. 


The sample is restricted to persons age 20 to 54 since they | 


are much more likely to be involved in the workforce and 


| to migrate than younger or older Canadians. Moves that 


may be related to a transition to retirement were inten- 
tionally excluded. 


The population sizes for the CAs and CMAs are from the 


| 2006 Census (see Appendix for a list of the CAs and CMAs 


by population size). The Postal Code Conversion Files 


| from 2000 to 2008 were used to identify the CA or CMA 


of residence for each individual in LAD. The family postal 


_ code, available in LAD, was matched to the Postal Code 


Conversion File.® 


The data on regional economic conditions were drawn from | 


the Labour Force Survey (LFS). The LFS is a monthly 


| survey of approximately 54,000 Canadian households that 


provides details on employment and unemployment in 
Canada. It covers the civilian population 15 years of age 
and over, but excludes persons living on reserves and in 


| other Aboriginal settlements in the provinces, full-time 


members of the Canadian Armed Forces, and persons living 
in institutions. The unemployment rate and average hourly 
earnings for each year were calculated for each CA of 
50,000 residents or more and for each CMA, as well as 
for the country as a whole. 


|Immigrants are identified through the Longitudinal 


Immigration Database (IMBD), which is a file linked 
to LAD. The IMBD, created by Citizenship and Immigra- 
tion Canada, contains a variety of information on 
immigrants at time of landing in Canada. 
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Migration to large metropolitan centres 


Large metropolitan centres are attractive to migrants 
from CAs and CMAs with less than 500,000 residents. 
However, migrants are not more susceptible than 
Canadians in general to live in these large metropolitan 
areas following their migration. 


Large CMAs were by far the most frequent destina- 
tion for migrants from CAs or CMAs 1n all popula- 
tion categories. For example, 39.6% of migrants from 
a CA with a population between 10,000 and 19,999 
chose CMAs of 500,000 or more (Table 2). In con- 
trast, only 7.3% remained in a CA with a similarly sized 
population. 


There is a similar phenomenon with migrants from 
CAs with a population between 20,000 and 49,999 
and between 50,000 and 99,999. Some 45.2% and 
47.0% respectively of these migrants chose to move 
to a large CMA, whereas less than 15% chose to 
migrate to a CA with a population similar in size to 
their own. 


Even migrants who leave a CMA with a population 
between 100,000 and 499,999 were more than twice 
as likely to migrate to a CMA with a population of 
500,000 or more (53.2%) than to a CMA with a popu- 
lation of similar size to their own (22.4%). 


The stronger attraction of large metropolitan centres 
is not unexpected. Indeed, one might surmise that the 
number of migrants moving to a given region is more 
ot less proportional to the size of the region’s popula- 
tion. Thus, compared to the population in general, 
migrants from the smallest towns ate not mote likely, 
after migrating, to live in a large metropolitan centre. 
On average from 2000 to 2008, 64.9% of the popula- 
tion age 20 to 54 lived in a CMA of 500,000 or more, 
which is actually much higher than the proportion of 
migtants from smaller CMAs or CAs who moved to 
these CMAs. 


Little difference in the economic 
conditions of areas of origin and 
areas of destination 


To establish a link between regional economic condi- 
tions and migration, the annual unemployment rate and 
average hourly earnings for each CA of 50,000 or more 
and each CMA were compiled. These data were 
obtained from the Labour Force Survey (LFS) (see 
Data sources and definitions). These data enable us to 
determine if people move from regions with a rela- 
tively high rate of unemployment and relatively low 
rates of pay to regions with relatively low unemploy- 
ment and relatively high rates of pay. 


On average, the economic condi- 
tions of the regions that migrants 
leave and the economic conditions 


Table 2 Origin and destination of migrations by CA or CMA 


population, persons age 20 to 54 


Regions of destination (residents) 


10,000 to 20,000to 50,000 to 


19,999 49,999 99,999 499.999 
Regions of origin % 
(residents) 

10,000 to 19,999 1 iiss) 15.0 16.4 21.6 
20,000 to 49,999 cape 13:9 Tie 25.1 
50,000 to 99,999 4.8 10.9 10.3 Ze 
100,000 to 499,999 3.0 9 Vind 22.4 
500,000 or more 3.0 8.8 10.8 30.9 


CA Census agglomeration 
CMA Census metropolitan area 
1. Average distribution of the population from 2000 to 2008. 


Source: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2008. 


100,000to 500,000 


of the regions to which migrants 
move are similar at the time of de- 
parture and arrival to the national 
average. From 2000 to 2008, the 
unemployment rate of the CAs and 


Dyin CMAs of origin was 6.8% on av- 

tion of the erage, whereas the unemployment 

or more population’ —_ rate of the CAs and CMAs of des- 

tination was 6.6%” (Table 3). In 

both cases, the difference between 

39.6 1.8 the regional unemployment rate 

45.2 6.3 and the national average for the 

47.0 7.0 cotresponding year was 0.2 per- 
he eke centage points. 

46.6 64.9 


Thus, we do not see any general 
movement from CAs or CMAs 
with relatively high unemployment 
to CAs or CMAs with relatively 


low unemployment. 
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Table 3 Unemployment rate and average hourly earnings of 
regions of origin and regions of destination for 
migrants age 20 to 54 whose region of origin is a 
CA or CMA with less than 500,000 residents 


Before After 
migration migration 
% 
Regional unemployment rate’ 6.8 6.6 
$ per hour 
Regional average hourly earnings' 17.70 18.30 


Difference in relation to 
national average 
Unemployment rate 


Earnings 


percentage points 
-0.2 -0.2 
$ per hour 


-0.50 -0.50 


CA Census agglomeration 
CMA Census metropolitan area 


1. The unemployment rate and average hourly earnings before migration (#7) are compared 
to the national average at ¢-7, whereas those after migration are compared to the national 


average at ¢. 


Sources: Statistics Canada, Longitudinal Administrative Databank, 1999 to 2008; Labour Force 


Survey, 1999 to 2008. 


The same holds true for regional 
average hourly earnings. Although 
migrants left regions with slightly 
lower hourly earnings, they tended 
to move to regions where there 
was a similar gap in hourly earn- 
ings ($-0.50/hour) in relation to the 
national average. 


Little influence of regional 
economic shocks but 
strong influence of 
changes in personal 
income 


The estimated impact of the effect 
of regional economic shocks on 
migtation using regression models 
are presented below (see Logestic 
regression models). 


Changes in regional economic con- 
ditions appear to have a negligible 
impact on the probability of resi- 
dents migrating, except when their 
own income is affected, in which 
case the probability of migration 
increases considerably. 
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Residents of a region where the 
unemployment rate increases by 
one percentage point in relation to 
the national average between two 
years have almost the same prob- 
ability of migration as residents of 
regions where the unemployment 
rate remains similar to the national 
average during those two years. In 
both instances, the probability of 
migration is about 6.0% (Table 4). 


The same’ conclusion can be 
reached with regard to changes in 
regional average hourly earnings. 
Those living in a region where 
hourly earnings decrease by 
$1/hour in relation to the national 
avetage between two yeats are only 
slightly more likely to migrate than 
those living in a region where 
regional average hourly earnings 
remain the same as in the rest of 
the countty. The migration prob- 
ability is between 5.8% and 6.0% 
depending on the situation. 


However, changes in individuals’ 
incomes have a major impact on 
the probability of migration. Peo- 
ple whose incomes decline by 30% 
ot more between two yeats, when 
the income level of these individu- 
als in the two previous years is 
taken into account, ate 82% more 
likely to leave their CA or CMA the 
following year than individuals 
whose incomes remain stable. In 
other words, people who expeti- 
ence a deterioration of their per- 
sonal economic situation compared 
to others are more likely to migrate 
than persons whose economic 
situation remains unchanged. 


Individuals whose income falls by 
a smaller proportion are also more 
likely to migrate than people whose 
incomes remain stable, but the dif- 
ference is smaller. For example, 
people whose incomes decrease by 
20% or more but less than 30% are 
49% more likely to migrate than 
individuals whose incomes remain 
stable. Thus, the greater the decline 
in income, the mote incentive there 
is to migrate. 


It should be noted that increases in 
income are also associated with a 
greater migration probability, al- 
though the relationship is much 
weaker than for equivalent 
decreases in income. For example, 
persons whose incomes rise by 
30% or more between two years 
are 46% mote likely to migrate than 
persons whose incomes do not 
change. Results for men and 
women are similar, both in the case 
of regional economic shocks and 
changes in personal income. 


Previous studies have shown that, 
on average, migrants experience 
higher increases in earnings than 
non-migrants, especially among 
those who leave one of the Atlan- 
tic provinces, Quebec or Saskatch- 
ewan (Bernard et al. 2008, Finnie 
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Table 4 Probability of migration, persons age 20 to 54 living in a CA or CMA with less than 


500,000 residents 


en a a SSS SS 


Total Men Women 
Pre- Ratio Pre- Ratio Pre- Ratio 
dicted to the dicted to the dicted to the 
proba- baseline proba- baseline proba- baseline 
bility probability bility probability bility probability 
% ratio % ratio % ratio 
Baseline probability’ 6.0 eso 6.1 ee 5.6 aed 
Regional unemployment rate at f-1 
Difference of one point with the entire country, 
at +7 (ref. no difference) 6.0 OiZ2= 6.1 O77 a5 O:99E 
Regional average hourly earnings at t-1 
Difference of $1/hour with the entire country, 
at #-/ (ref. no difference) 5.8 O97" 6.0 O27. 5.4 Oo 
Change in income between f-2 and ft-1 
Gain of 30% or more 8.8 1.46* 92 12508 8.0 1:43" 
Gain of 20% to less than 30% UGS) 1255 79 iy 28e 677, Li2i 
Gain of 10% to less than 20% 7s Lge 7.4 1.20* 6.5 Tate 
Gain of 5% to less than 10% 6.6 (ROSs 6.7 1.09 6.0 OF 
No change (between -5% and +5%) ref. ref. ref. ref. ref. ref. 
Loss of 5% to less than 10% 6.8 Ti3" 6.8 gs ia 6.4 The ee 
Loss of 10% to less than 20% Thx} SOF 8.0 1:29" 13 le Sie 
Loss of 20% to less than 30% S20 Zeke vl 1.48* 8.4 1525 
Loss of 30% or more 10.9 ES2e TO e738" 10.4 IAS 


+ 


significantly different from the baseline probability at the 5% level 
CA Census agglomeration 
CMA Census metropolitan area 


1. The model also includes the following variables (the reference category, used to calculate probabilities, is in parentheses): differences 
between regional and national unemployment rates at #+-2 and ¢-3 (no difference), differences between regional and national hourly earnings 
at +2 and ?#-3 (no difference), the income quintile at #2 (third quintile), the income quintile at +23 (third quintile), age (25 to 34 years), sex 
(male), province and distance from a large CMA (Ontario, less than 100 km), population of the CA or CMA (CMA with less than 500,000 


residents), family type (couple without children) and year (2008). 


Sources: Statistics Canada, Longitudinal Administrative Databank, 1997 to 2008; Labour Force Survey, 1997 to 2008. 
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2004). The results presented in this study indicate that 
migration enables many people to improve their eco- 
nomic situation. However, the analysis does not give 
any indication that people are more likely to migrate 
following a negative regional shock if their own eco- 
nomic situation remains stable. The indirect effects of 
a perceived weakening on an individual’s economic 
outlook would therefore be very low, unless they were 
offset by other unobserved phenomena. However, this 
result is consistent with the findings of a previous study 
showing that provincial economic shocks had little 
impact on net provincial migration rates (Coulombe 
2006). 
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People age 35 to 54 more likely to 
migrate following a change in income 


The analysis by age group does not reveal any diver- 
gence from the general findings regarding the impact 
of regional economic shocks on migration. Whether 
those age 20 to 34, 35 to 44 or 45 to 54 are consid- 
ered, changes in the regional unemployment rate or in 
regional average hourly earnings in relation to the na- 
tional average do not significantly change the prob- 
ability that residents will migrate (Table 5). 


On the other hand, persons age 35 to 44 and 45 to 54 
are more likely to migrate following a decline in 
their personal incomes than persons age 20 to 34. 
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Logistic regression models 


a 


When an economic shock hits a particular region, it can be 
expected that the regional unemployment rate will increase 
but that the unemployment rate for the rest of the country 
will remain essentially unchanged. Similarly, the wages in 
the affected region will likely drop!’ while wages in the rest 
of the country will remain practically unchanged. 


To reflect this situation in the models, the probability of an 
individual migrating from year f-/ to tis based on the dif- 
ferences between the regional and national unemployment 
rates at f-/, t+-2 and #-3, and the differences between re- 
gional and national average hourly earnings at #-7, #2and 
t-3. This allows the impact of an increase (decrease) of one 
percentage point in the regional unemployment rate in 
relation to the national average between two years on the 
probability of an individual migrating to be measured. In 
the same way, the effect of an increase (decrease) of one 
dollar in regional average hourly earnings in relation to the 
national average between two years on the probability of 
an individual migrating can be measured. The model there- 
fore explicitly measures the effect of asymmetric regional 
economic shocks and not the effect of shocks on the entire 
country, which might occur, for example, in the case of a 
general recession throughout the country. The variables of 
interest are the unemployment rate and average hourly 
earnings at ¢-/. The variables at #2 and ¢-3 are added to 
ensure that a positive or negative difference at ¢-/ reflects 
an economic shock as much as possible and not a pre- 
existing trend in the regional unemployment rate or 
average hourly earnings. 


Using the same principle, the model also includes changes 
in personal income between #-2 and ?#-/. In this way, the 
impact of an individual’s income increasing or decreasing 
by different percentages from ¢-2 to #-] on the probability 
of migrating from f#-/ to t can be measured. Once again, 
to ensure that these changes are not merely reflecting pre- 
existing income trends, the income quintile at +2 and +-3 
is also included in the model. In other words, this specifi- 
cation makes it possible to test the hypothesis that a person 
whose income was comparable to that of other Canadians 
at #+-3 and #-2 but who experiences a major drop in income 
the following year will be more inclined to migrate. 


Lastly, the model takes various individual and regional 
characteristics at #-7 that may affect migration probability 
into account: age, sex, immigrant status, family type, size 
of the population of the CA or CMA, province and distance 
from a large CMA, and year. 


More specifically, the model, which is estimated using 
logistic regressions, is specified as follows: 
Prob (mig, =1) = #((Regional unemployment rate — 
National unemployment rate), ,, 
(Regional unemployment rate — National unemployment 
fae). 
(Regional unemployment rate — National unemployment 
rate), 4, 
(Regional average hourly earnings — National average 
hourly earnings), ,, . 
(Regional average hourly earnings — National average 
hourly earnings), ., 
(Regional average hourly earnings — National average 


hourly earnings), ,, 


Change in income, ,,,, ,» 


Income quintile, ,,, 
Income quintile; , , 


sete jar Gee 2 SIS bel 


i,f-7, r 


Thus, the probability of an individual / migrating from one 
region r between ¢-/ and fis a function of the differences 
between the regional national unemployment rates at # 
/, t-2 and t-3, the differences between the regional and 
national average hourly earnings at #-/, +2 and t-3, changes 
in the individual’s income between ?#-2 and f?-/, the indi- 
vidual’s income quintile at #2 and #2, individual charac- 
teristics X, at +7 and regional characteristics X, at t-/. Since 
the databank is organized in person years, dummy variables 
representing the year of migration (from 2000 to 2008) are 
also included. 


The individual characteristics X, considered are 


® age group at +/, where the age groups are 20 to 24 years, 
25 to 34 years, 35 to 44 years and 45 to 54 years 


e sex at ¢-/ 


e family type at #-7, where the categories are couples with 
children (youngest child is under 12 years), couples with 
children (youngest child is 12 years or over), couples 
without children, lone parents, persons living alone, filing 


child. 


The regional characteristics X_ considered are 


e size of the population of the CA at #-/7, where the popu- 
lation size groups are 50,000 to 99,999 and 100,000 to 
AGI 99. 


e the province of the CA or CMA of residence and its dis- 
tance!'? from a CMA of 500,000 or more at #-7, where 
the categories are 


Newfoundland and Labrador 

Prince Edward Island 

Nova Scotia 

New Brunswick 

Quebec, less than 100 km from Québec or Montréal 
Quebec, between 100 km and 250 km from Québec | 
or Montréal 

Quebec, more than 250 km from Québec or Montréal 
Ontario, less than 100 km from Ottawa—Gatineau, To- 
ronto or Hamilton 


Ontario, between 100 km and 250 km from Ottawa-— | 
Gatineau, Toronto or Hamilton 


Ontario, more than 250 km from Ottawa-Gatineau, 
Toronto or Hamilton 

Manitoba 

Saskatchewan 


Alberta, less than 100 km from a Calgary or Edmon- 
ton CMA 


Alberta, between 100 km and 250 km from a Calgary 
or Edmonton CMA 


Alberta, more than 250 km from a Calgary or Edmon- 
ton CMA 

British Columbia, less than 100 km from Vancouver 
British Columbia, between 100 km and 250 km from 
Vancouver 

British Columbia, more than 250 km from Vancouver. 
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Logistic regression models (concluded) 
Distance can represent a major impediment to mobility. LAD unfortunately does not contain any data on level of 
Migration over a very long distance can be monetarily costly education and labour force status. Level of education is 
and have a more substantial impact on a personal level. positively associated with migration (Dion and Coulombe 
In contrast, in communities in southwest Ontario, close to 2008) and would therefore have been included as a variable 
the large CMAs of Toronto or Hamilton, which have the in the modelling if it had been available. In addition, al- 
highest population densities in the country, migration from though significant reductions in income are often invol- 
one region to another may be much less costly.'!? Conse- untary and may be the result of a layoff or employment 
quently, to ensure that the effect of economic conditions difficulties, especially if income had been stable in the 
' on the probability of migration do not merely reflect a previous two years, this is not always the case. Reductions 
| distance effect, this element has been taken into account. in income can be the result of a voluntary retirement from 
| ’ the labour force or a reduction in the number of hours 
| Separate regressions were also run by age group, sex and worked. Unfortunately, it is not possible to distinguish the 
fe SOF antes totus. effect of voluntary and involuntary decreases in income on 
| migration with these data.'4 


Table 5 Probability of migration by age group, persons age 20 to 54 living in a CA or CMA 
with less than 500,000 residents 


20 to 34 years 35 to 44 years 45 to 54 years 
Pre- Ratio Pre- Ratio Pre- Ratio 
dicted to the dicted to the dicted to the 
proba- baseline proba- baseline proba- baseline 
bility probability bility probability bility probability 
% ratio % ratio % ratio 
Baseline probability’ 5.8 ae 3.6 a 2.9 SS 
Regional unemployment rate at f-1 
Difference of one point with the entire country, 
at ¢-/ (ref. no difference) 5:8 0.99" 3.6 O79- 22 0.99* 
Regional average hourly earnings at t-1 
Difference of $1/hour with the entire country, 
at ¢-/ (ref. no difference) 5.6 Oe: S10 1.00* 2.8 0776" 
Change in income between f-2 and f-1 
Gain of 30% or more 8.2 1.41* Sle! 1.48* 4.5 Move 
Gain of 20% to less than 30% 7.0 1,20" 4.5 (p25 3:7 is0* 
Gain of 10% to less than 20% 6.7 TE15* 4.3 1207 3.4 bAg* 
Gain of 5% to less than 10% 6.2 1.07% 4.0 1a Sei RO7s 
No change (between -5% and +5%) ref. ref. ref. ref. ref. ref. 
Loss of 5% to less than 10% 6.4 Teta * 4.2 EL6r Jeo le tSt 
Loss of 10% to less than 20% Us: 1.26* 4.7 EH he Bao Kos 
Loss of 20% to less than 30% 8.0 ifpstete 5.6 1.60* 4.7 162? 
Loss of 30% or more 9:5 1.64* TA 2.06* Saf EIS: 


* 


significantly different from the baseline probability at the 5% level 

CA Census agglomeration 

CMA Census metropolitan area 

1. The model also includes the following variables (the reference category, used to calculate probabilities, is in parentheses): differences 
between regional and national unemployment rates at #-2 and f-3 (no difference), differences between regional and national hourly earnings 
at +2 and ¢-3 (no difference), the income quintile at #-2 (third quintile), the income quintile at ¢-3 (third quintile), age (25 to 34 years), sex 
(male), province and distance from a large CMA (Ontario, less than 100 km), population of the CA or CMA (CMA with less than 500,000 
residents), family type (couple without children) and year (2008). 

Sources: Statistics Canada, Longitudinal Administrative Databank, 1997 to 2008; Labour Force Survey, 1997 to 2008. 
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Individuals age 35 to 44 and 45 to 54 whose incomes 
drop 30% or more between two years are respectively 
106% and 98% more likely to leave their CA or CMA 
than people in the same age group whose incomes 
remain stable. The likelihood increases by 64% for 
those between the ages of 20 and 34. 


This result may be explained by the fact that the earn- 
ings of middle-aged people, follow, on average, a rela- 
tively stable, upward trajectory (Hébert and Luong 
2009). Decreases in income in this age group could be 
more likely to come from layoffs, which could 


Regional economic shocks and migration 


prompt many of these individuals to migrate. In con- 
trast, for younger individuals, reductions in income 
may be the result of voluntary cutbacks in hours 
worked, parental leave or part-time studies. Unfortu- 
nately, differences between voluntary and involuntary 
reductions in income cannot be distinguished with the 
data used. Regardless, the data presented in this study 
do not accord with the generally observed greater 
mobility of young people (Dion and Coulombe 2008) 
associated with a greater sensitivity to changes in eco- 
nomic conditions or personal income. 


Table 6 Probability of migration of recent immigrants, age 20 to 54 living in a CA or CMA 


with less than 500,000 residents 


Total Men Women 
Pre- Ratio Pre- Ratio Pre- Ratio 
dicted to the dicted to the dicted to the 
proba- baseline proba- baseline proba- baseline 
bility probability bility probability bility probability 
% ratio % ratio % ratio 
Baseline probability’ 7.4 7.2 as 6.7 
Regional unemployment rate at f-1 
Difference of one point with the entire country, 
at ¢-/ (ref. no difference) 8.1 15105 8.0 ea 13 1.08* 
Regional average hourly earnings at t-1 
Difference of $1/hour with the entire country, 
at t-/ (ref. no difference) 7.4 1.01 7.0 0.98 7.0 1.03 
Change in income between t-2 and ft-1 
Gain of 30% or more 8.3 Wel 7.8 1.10 Tel, Wee 
Gain of 20% to less than 30% 7.6 1.03 Tea 1.03 70 1.04 
Gain of 10% to less than 20% Ul 1.04 WP 1.00 7.4 eT 
Gain of 5% to less than 10% 73 0.99 6.8 0.95 70 1.04 
No change (between -5% and +5%) ref. ref ref ref. ref ref 
Loss of 5% to less than 10% 8.8 119% 8.3 1.16 8.3 Te24 
Loss of 10% to less than 20% Vike 1203 7a 1.00 7.3 1.08 
Loss of 20% to less than 30% DP Ase 9.0 1.26 8.5 26% 
Loss of 30% or more 12.6 wl WW E70: Wied eA 


* significantly different from the baseline probability at the 5% level 
CA Census agglomeration 
CMA Census metropolitan area 


1. The model also includes the following variables (the reference category, used to calculate probabilities, is in parentheses): differences 
between regional and national unemployment rates at #2 and t-3 (no difference), differences between regional and national hourly earnings 
at #-2 and #-3 (no difference), the income quintile at #-2 (third quintile), the income quintile at ¢+-3 (third quintile), age (25 to 34 years), sex 
(male), province and distance from a large CMA (Ontario, less than 100 km), population of the CA or CMA (CMA with less than 500,000 


people), family type (couple without children) and year (2008). 


Sources: Statistics Canada, Longitudinal Administrative Databank, 1997 to 2008; Labour Force Survey, 1997 to 2008. 
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For all age groups, an increase in income of 30% or 
more is once again associated with a greater probabil- 
ity of migration, but to a lesser degree than for equiva- 
lent decreases in income. 


Immigrants more sensitive to variations 
in regional economic conditions and to 
changes in income 


So far, changes in regional economic conditions have 
been shown to have no significant effect on the prob- 
ability of migration of the population of a region as a 
whole. However, these results are somewhat different 
for recent immigrants—those who have been living in 
the country 10 years or less. 


Immigrants living in a region where the unemploy- 
ment rate increases by one percentage point in relation 
to the national average between two years are 10% 
more likely to migrate than immigrants living in a re- 
gion where the unemployment rate remains similar to 
the national average. Thus, a regional economic shock 
has a relatively small, but significant, impact on the 
probability that immigrants will leave their CA or 
CMA (Table 6). The results are similar for men and 


women.!” 


Like other Canadians, immigrants whose incomes drop 
sionificantly will migrate in larger numbers. Immigrants 
who experience a 30% or more decrease in income 
between two years were 71% more likely to leave their 
CA or CMA the following year than immigrants whose 
incomes remained stable. The impact of changes in 
income on migration probability is therefore relatively 
less important for immigrants than for Canadians in 
general, but, immigrants are more likely to react to 
changes in regional economic conditions. 


It has been shown that immigrants are more mobile 
than other Canadians (Dion and Coulombe 2008). The 
findings in this section suggest that part of this greater 
mobility may be explained by greater sensitivity to 
changes in regional economic conditions. 


Conclusion 


The main objective of this study was to determine if 
there is a link between regional economic shocks and 
the migration of residents. The analysis primarily 
looked at census agglomerations (CA) and census 
metropolitan areas (CMA) with less than 500,000 resi- 


dents. 
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This analysis began by showing that residents of CAs 
and CMAs with a population under 500,000 were 
much mote likely to migrate than those in large met- 
ropolitan centres. In 2008, for example, the migration 
rate of people age 20 to 54 living in a CA of 10,000 to 
19,999 was 7.9%, whereas it was only 2.3% for peo- 
ple of the same age living in a CMA of 500,000 or 


more. 


When they leave, these individuals rarely move to a 
CA ot CMA with a population similar to their CA or 
CMA of origin. Instead, they are the most likely to go 
to large metropolitan centres. However, after their 
migration, migrants from the smallest CMAs or CAs 
remain less likely than the population in general to live 
in a large CMA. 


The analysis showed that residents of CAs or CMAs 
of under 500,000 were not generally influenced by 
regional economic shocks when their personal income 
was not affected. These economic shocks were meas- 
uted by changes in regional unemployment rates and 
regional average hourly earnings in relation to the 
national average. This finding applies to both men and 
women as well as to both younger and older residents. 


There is one notable exception. Unlike other Canadi- 
ans, recent immigrants were somewhat more likely to 
move in the event of a regional economic shock. For 
example, an increase of one percentage point in the 
regional unemployment rate in relation to the national 
avetage between two years is associated with a 10% 
increase in the probability that immigrants will migrate, 
even when personal income does not change. 


As for changes in personal income, they had a major 
impact on the migration of all groups. Individuals 
whose income drops by 30% or more between two 
years were, on average, 82% more likely to migrate 
than people whose income remained stable during 
those two years. For persons between the ages of 
35 and 54, the effect is even greater. 


The findings in this study have some application to 
public policy. First, they highlight the greater mobility 
of the populations of Canada’s smallest cities. Unfor- 
tunately, our data do not allow us to say with certainty 
the degree to which these individuals left their regions 
for strictly economic reasons. However, results indi- 
cate that people react to changes in their personal eco- 
nomic situations. In other words, someone who 
experiences a drop in income will look to improve his 
or her circumstances and, often, will consider migra- 
tion, 
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Appendix 


CAs and CMAs by population-size category 


ee Sa... 


CA with a population from 
10,000 to 19,999 

Amos (Que.) 

Bay Roberts (N.L.) 

Campbellton (N.B./Que.) 

Camrose (Alb.) 

Canmore (Alb.) 

Cobourg (Ont.) 

Cold Lake (Alb.) 

Collingwood (Ont.) 

Cowansville (Que.) 

Dawson Creek (B.C.) 

Dolbeau-Mistassini (Que.) 

Elliot Lake (Ont.) 

Estevan (Sask.) 

Grand Falls—Windsor (N.L.) 

Hawkesbury (Ont./Que.) 

Ingersoll (Ont.) 

Kenora (Ont.) 

Kitimat (B.C.) 

La Tuque (Que.) 

Lachute (Que.) 

Matane (Que.) 

North Battleford (Sask.) 

Okotoks (Alb.) 

Petawawa (Ont.) 

Port Hope (Ont.) 

Powell River (B.C.) 

Prince Rupert (B.C.) 

Salmon Arm (B.C.) 

Squamish (B.C.) 

Summerside (P.E.1.) 

Swift Current (Sask.) 

Temiskaming Shores (Ont.) 

| Terrace (B.C.) 

Thompson (Man.) 

Tillsonburg (Ont.) 

Wetaskiwin (Alb.) 

Williams Lake (B.C.) 

Yellowknife (N.W.T.) 

Yorkton (Sask.) 


CA with a population 
from 20,000 to 49,999 

Alma (Que.) 

Baie-Comeau (Que.) 

Bathurst (N.B.) 

Brandon (Man.) 

Brockville (Ont.) 

Brooks (Alb.) 

Campbell River (B.C.) 

Centre Wellington (Ont.) 


CA Census agglomeration 
CMA _ Census metropolitan area 


Corner Brook (N.L.) 
Courtenay (B.C.) 
Cranbrook (B.C.) 
Duncan (B.C.) 
Edmundston (N.B.) 
Fort St. John (B.C.) 
Joliette (Que.) 
Kentville (N.S.) 
Leamington (Ont.) 
Lloydminster (Alb./Sask.) 
Midland (Ont.) 
Miramichi (N.B.) 
Moose Jaw (Sask.) 

New Glasgow (N.S.) 
Orillia (Ont.) 

Owen Sound (Ont.) 
Parksville (B.C.) 
Pembroke (Ont.) 
Penticton (B.C.) 

Port Alberni (B.C.) 
Portage la Prairie (Man.) 
Prince Albert (Sask.) 
Quesnel (B.C.) 
Rimouski (Que.) 
Riviére-du-Loup (Que.) 
Rouyn-Noranda (Que.) 
Saint-Georges (Que.) 
Salaberry-de-Valleyfield (Que.) 
Sept-lles (Que.) 
Sorel-Tracy (Que.) 
Stratford (Ont.) 
Thetford Mines (Que.) 
Timmins (Ont.) 

Truro (N.S.) 

Val-d’Or (Que.) 
Victoriaville (Que.) 
Whitehorse (Y.T.) 
Woodstock (Ont.) 


CA with a population 
from 50,000 to 99,999 
Belleville (Ont.) 
Cape Breton (N.S.) 
Charlottetown (P.E.I.) 
Chatham-Kent (Ont.) 
Chilliwack (B.C.) 
Cornwall (Ont.) 
Drummondville (Que.) 
Fredericton (N.B.) 
Granby (Que.) 
Grande Prairie (Alb.) 
Kamloops (B.C.) 


Kawartha Lakes (Ont.) 
Lethbridge (Alb.) 
Medicine Hat (Alb.) 
Nanaimo (B.C.) 
Norfolk (Ont.) 

North Bay (Ont.) 
Prince George (B.C.) 
Red Deer (Alb.) 
Saint-Hyacinthe (Que.) 
Saint-Jean-sur-Richelieu (Que.) 
Sarnia (Ont.) 

Sault Ste. Marie (Ont.) 
Shawinigan (Que.) 
Vernon (B.C.) 

Wood Buffalo (Alb.) 


CMA with a population 
from 100,000 to 499,999 
Abbotsford (B.C.) 
Barrie (Ont.) 
Brantford (Ont.) 
Greater Sudbury / 
Grand Sudbury (Ont.) 
Guelph (Ont.) 
Halifax (N.S.) 
Kelowna (B.C.) 
Kingston (Ont.) 
Kitchener (Ont.) 
London (Ont.) 
Moncton (N.B.) 
Oshawa (Ont.) 
Peterborough (Ont.) 
Regina (Sask.) 
Saguenay (Que.) 
Saint John (N.B.) 
Saskatoon (Sask.) 
Sherbrooke (Que.) 
St. Catharines—Niagara (Ont.) 
St. John’s (N.L.) 
Thunder Bay (Ont.) 
Trois-Riviéres (Que.) 
Victoria (B.C.) 
Windsor (Ont.) 


CMA with a population of 
500,000 or more 

Calgary (Alb.) 

Edmonton (Alb.) 

Hamilton (Ont.) 

Montréal (Que.) 

Ottawa-Gatineau (Ont./Que.) 

Québec (Que.) 

Toronto (Ont.) 

Vancouver (B.C.) 

Winnipeg (Man.) 
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Conversely, when personal income does not change, 
people react very little to changes in regional economic 
conditions. Thus, the effects of regional economic 
shocks would be present, but direct and not indirect. 


Immigrants present an interesting exception. Unlike 
other Canadians, they were more inclined to migrate 
as a result of changes in regional economic conditions, 
even if their income remained constant. Many Cana- 
dian communities have policies in place to attract and 
retain immigrants. The results of this study indicate that 
economic considerations play a role in an immigrant’s 
decision on where to live. 


@ Notes 


1. One study showed that interprovincial migration 
resulted in a redistribution of human capital from the 
less wealthy and less urbanized provinces to the wealthier, 
more urbanized provinces (Coulombe 2006). 


2. At the federal level, agencies have been created to 
promote regional economic development, particularly 
outside large metropolitan centres. These agencies in- 
clude the Atlantic Canada Opportunities Agency, the 
Economic Development Agency of Canada for the 
Regions of Quebec, the Federal Economic Development 
Agency for Southern Ontario and Western Economic 
Diversification Canada. Issues related to regional eco- 
nomic development are equally important at the provin- 
cial level. See Joanis et al. (2004) for a discussion of 
regional development policies in Quebec. 


3. Inthe United States, studies on the relationship between 
economic shocks and migration have looked mainly at 
the migration between states. For example, Cebula 
(2005) shows that the ability of a state to attract migrants 
was an increasing function of its income per person and 
its employment rate. In contrast, Anjomani (2002) finds 
no significant link between, on the one hand, growth in 
employment and a state’s revenue and, on the other 
hand, its net migration rate. 


4. According to two studies, the probability of migrating to 
another province is related to the provincial unemploy- 
ment rate. The results of those studies show that an 
increase of one percentage point in a province’s unem- 
ployment rate is associated with a 10% increase in the 
probability that residents of that province will migrate 
(Bernard et al. 2008 and Finnie 2004). According to 
another study, interprovincial migration depends more 
on long-term structural characteristics than on shotrt- 
term local economic shocks (Coulombe 2006). Finally, 
another study showed that immigrants had reacted 


10. 


ike 


£2; 


strongly to the increased demand for labour in Alberta 
during the five years following 2000 by becoming more 
inclined to move there (Ostrovsky et al. 2008). 


Rural areas and towns with less than 10,000 residents are 
not included in this study. For an analysis of the 
migration profile of those regions, see Rothwell et al. 
(2002). 


Nationally, this was a period of economic growth domi- 
nated by a generally downward trend in unemployment 
until the start of the economic slowdown in 2008. This 
petiod was characterized, however, by a sharp drop in 
manufacturing employment, which hit many communi- 
ties with a high concentration of employment in that 
sector particularly hard (Langevin 2010). 


The choice of the period covered by the analysis was 
established largely on the basis of the data limitations. 
The most recent year available in the Longitudinal 
Administrative Databank (LAD) at the time of this study 
was 2008. In addition, 1997 was the first year of data on 
wages available in the Labour Force Survey (LFS). Since 
lagged values +7, +2 and +3 for average hourly wages 
were used, the first possible migration period is from 
1999 to 2000. 


The postal code is provided by the tax filer on his or her 
income tax return, generally before April 30 each year. 
However, the time can vary from one individual to 
another, adding a degree of imprecision to this study’s 
measurement of migration. 


The sample of CAs and CMAs of origin is limited to CAs 
and CMAs of 50,000 or more and less than 500,000. 
However, the sample of CAs and CMAs of destination 
includes all CAs and CMAs of 50,000 or more. 


Regressions were also run by immigrants’ level of 
education on arrival. Results are similar when samples of 
immigrants who arrived in Canada with or without a 
university degree are considered (data not shown). An 
interesting possibility for future analysis would be to 
examine the role of the characteristics of immigrants on 
atrival on the relationship between regional economic 
shocks and migration. 


An increase in unemployment is normally triggered by a 
drop in the demand for labour, which in turn puts 
downward pressure on wages. 


This is the distance, in kilometres, between the CA or 
CMA and the closest CMA of 500,000 or more. Google 
Map was used to estimate the distance. When there was 
more than one route to the closest large CMA, the 
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shortest route was selected. Distances are generally from 
downtown to downtown. In the case of the municipality 
of Wood Buffalo in Alberta, which covers a large 
territory, the community of Fort McMurray (the most 
populous) was used as the point of origin. 


13. This variable of distance from large metropolitan centres 
may also be seen as a substitute for population density 
in a given radius around the region. Small and medium- 
sized centres often tend to develop close to large 
metropolitan centres so that, in general, the farther one 
is from such centres the less dense the population. 


14. Taking the effect of unobserved variables into account by 
running random effects models (which look at omitted 
heterogeneity) was considered. However, such models 
are based on the assumption that unobserved variables 
are not correlated with variables already in the model, in 
which case the coefficients of interest may be biased. Since 
education and labour force status are normally strongly 
correlated with income, a key variable included in the 
model, this technique was not used for this analysis. 
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Some of the topics in upcoming issues 


m Consumer debt in Canada 


The article will examine the growth and the changing composition of consumer debt in Canada between 
1982 and 2008. It will also highlight the differences in financial liability (1.e., debt payment as a percentage of 
disposable income), spending, and saving patterns between households owing consumer debt only, and 
those owing both consumer and mortgage debt. Most of the analysis is based on the 2008 Survey of 
Household Spending. 


m Job-related training by older workers from age 55 to 64 


This paper will examine the factors influencing job-related training on the retention of older workers in the 
labour force, including current and changing trends, barriers to training, and sociodemographic issues. The 
data source used will be the 2008 Access and Support to Education and Training Survey. 


m The evolution of wealth over the life cycle 


This paper will study the evolution of the financial wealth of Canadians over their life cycle by using a 
synthetic cohort approach on a variety of cross-sectional wealth data sources. 


m Labour market allocation after the downturn 


Using the most recent sources of labour data, this paper will study which areas and groups have been most 
impacted by employment changes in the aftermath of the recent downturn. It will also provide comparisons 
with the previous downturns. 


m Seniors returning to Canada 


While Canada is primarily viewed as an immigrant-receiving country, many Canadians emigrate for career 
and other considerations each year. This article uses the census to focus on the return of emigrants in their 
senior years, comparing their labour market participation, demographic characteristics and receipt of transfer 
payments to other Canadians. 


@ Voting patterns 


Voter turnout rates in Canada have been declining in recent decades and are low compared to those in many 
OECD countries. This study makes use of a special supplement to the Labour Force Survey to examine the 
characteristics of voters versus non-voters, particularly those who reported they were too busy to vote. 
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Recent reports and studies 


@ From Statistics Canada 


M Lay offs during recessions 


In Canada, total employment fell by more than 
400,000 between October 2008 and July 2009. Using 
data from the Labour Force Survey, this study looks 
at which workers were laid off during the most recent 
downturn and how they differ from their counterparts 
who were laid off during recessions in the 1980s and 
1990s. 


The recent downturn had lower layoff rates and higher 
short-term re-employment rates than the previous two 
recessions. Workers were also laid off for a shorter 
duration. 


Compared to the previous two recessions, workers 
laid off in the most recent downturn were older, 
better-educated, and less likely to come from the 
manufacturing sector. However, differences were 
mainly due to changes in the age—education profile of 
the Canadian workforce. 


For, more on this subject, see the full article Workers 
Laid-off During ihe Last Three Recessions: Who Were They, 
and How Did They Fare? Analytical Studies Branch 
Reseatch Paper Series, Statistics Canada, September 
2011. http://www.statcan.ge.ca/pub/11£0019m/ 
11£0019m2011337-eng.pdf. 


— Commuting to work 


In 2010, Canadian workers averaged 26 minutes 
commuting to work on a typical day. Travelling times 
were longer for workers living in large metropolitan 
areas. This article uses the 2010 General Social Survey 
on Time Use to examine various facets of travelling 
between home and work. 


Almost 20% of full-time workers experienced traffic 
congestion every work day while over one-half of full- 
time workers reported never being caught in traffic 
jams while commuting to work. 
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Regardless of the size of metropolitan areas, public 
transit users spent more time computing than car users. 
Results indicate the difference is not due to distance as 
public transit users typically travel shorter distances. 


The majority of respondents were satisfied with 
commuting times, although 15% of workers reported 
being dissatisfied. 


To view this article, see “Commuting to work: Results 
of the 2010 General Social Survey,” Canadian Social 
Trends, Statistics Canada, August 2011. http:// 
www.statcan.gc.ca/pub/11-008-x/2011002/article/ 
11531-eng.pdf. 


H Canadian labour force in 2031 


Based on five projection scenarios with varying 
assumptions about population growth and age-specific 
participation rates, this article projected how the 
Canadian labour force might change from 2010 to 
205 Te 


According to these scenarios, the labour force is 
projected to reach between 20.5 and 22.5 million by 
2031, from 18.5 million in 2010. The participation rate 
of those 15 years of age and over is projected to fall 
from 67.0% to between 59.7% and 62.6%. In addition, 
there could be as few as 3 persons in the labour force 
for every person age 65 and over and not in the labour 
force. In 2010, this ratio was about 5 to 1. 


The decline in the overall participation rate and the 
ratio of the labour force to non-working seniors can 
be explained by the gradual movement of the baby 
boomets into retirement and smaller replacement 
cohorts. Trends are not significantly altered by 
increases in immigration, fertility, or higher educational 
attainments. However, continuation of the rise in 
seniors’ participation rates could delay the drop in the 
overall participation rate. 


Perspectives on Labour and Income / 43 


What’s new 


For more information on this subject, refer to 
“Projected trends to 2031 for the Canadian labour 
force,” Canadian Economic Observer, Statistics Canada, 
August 2011. http://www.statcan.gc.ca/pub/11-010- 
x/2011008/part-partie3-eng.htm. 


— Self-employment dynamics 


This paper asks how and why the transition rates for 
males between non-employment, paid employment, 
own-account self-employment, and self-employment 
with paid help changed between the 1990s and the 
2000s. 


The study found that the self-employed were much 
less likely to move back into paid employment in the 
2000s than they were in the 1990s. Model results 
indicate that this increased stability was not due to 
demographic change or changes in the industrial and 
occupational structure. 


The greater stability of the self-employed sector in the 
2000s has likely contributed to an increase in 
productivity relative to the 1990s, when there were 
more new entrants and lower survival rates. 


For the full results, please see The Dynamics of Male Self- 
employment in Canada: Comparing the 1990s to the 2000s, 
Economic Analysis Research Paper Series, Statistics 
Canada, October 2011. http://www.statcan.gc.ca/ 
pub/11£0027m/11£0027m2011073-eng.htm. 


@ Main sources of stress among workers 


Based on the 2010 General Social Survey on Time Use, 
this article examines how workers who report being 
highly stressed at work differ from those with 
reporting other sources of stress. 


About 62% of highly stressed workers identified work 
as the main source of their stress. These individuals 
were generally well-educated—almost three-quarters 
had a college or university education—and were 
employed in white-collar occupations. They also 
reported household incomes of $100,000 or more. 
The majority were men and the largest group was 
from age 35 to 49. 


Highly stressed workers citing time stress were more 
likely than others to be in dual-worker families. Women 
accounted for two-thirds of highly stressed workers 
who identified family as their main source of stress. 
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The study was published in “What’s stressing the 
stressed? Main sources of stress among workers.” 
Canadian Social Trends, Statistics Canada, October 2011. 
http://www.statcan.gc.ca/pub/11-008-x/2011002/ 
atticle/11562-eng.htm. 


M@ From other organizations 


—@ OECD Employment Outlook 2011 


Compared to other OECD countries, Canada’s labour 
market is recovering faster from the recent labour 
market downturn. Canada’s unemployment rate for 
the second quarter of 2011 stood at 7.5% compared 
to the OECD average of 8.2% during the same period. 


Additionally, Canada’s long-term unemployment is 
among the lowest in the OECD countries. However, 
youth and low-skilled workers continued to experience 
lower employment rates than before the downturn. 
The reduction in the employment rate of youths in 
OECD countries is similar to that in Canada. 


For details, see OECD Employment Outlook 2077, 
OECD, Paris, September 2011. http://www.oecd. 
otg/document/46/0,3746,en_2649_33729_ 
40401454 _1_1_1_1,00.html. 


M How’s life? Measuring well-being 


Every person aspires to a good life. But what does 
“a good or a better life’ mean? This report looks at 
the most important aspects that shape people’s lives 
and well-being: income, jobs, housing, health, work— 
life balance, education, social connections, civic 
engagement and governance, environment, personal 
security and subjective well-being. It paints a 
comprehensive picture of well-being in OECD 
countries and other major economies by looking at 
people’s material living conditions and quality of life 
across the population. 


The report finds that well-being has increased on 
average over the past 15 years, but differences across 
countries are large. Furthermore, some groups of the 
population, particularly less-educated and low-income 
people, tend to fare worse in all dimensions of well- 
being. 
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The report notes that “Canada performs exceptionally 
well in measures of well-being, as shown by the fact 
that it ranks among the top countries in a large number 
of topics in the Better Life Index.” 


For complete results, please see: How’s life? Measuring 
well-being, OECD, Paris, October 2011. http:// 
www.oecd.org/document/10/0,3746,en_ 
2649_201185_48791306_1_1_1_1,00.html. 


M Charting International Labor 
Comparisons 


Responding to the demand for comparable 
international labour market indicators, the U.S. Bureau 
of Labor Statistics (BLS) produces an annual report 
based on consistent concepts. 


What’s new 


The 2011 edition features 2009 data, as well as trends 
over time for gross domestic product, labor force, 
manufacturing hourly compensation costs and 
productivity, and consumer prices. To increase country 
and indicator coverage, data from other organizations 
also are included. 


Country coverage has been expanded in this edition, 
particularly for emerging economies. 


The indicators are published in Charting International 
Labor Comparisons (2011 Edition), Bureau of Labour 
Statistics, United States. August 2011. http:// 
www.bls.gov/fls/chartbook.htm. 
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In this issue: Gambling and Uniontzation 2011 


PREVIOUS UPDATES 


Retirement — Summer 2006 
Minimum wage — Summer 2010 
Work absences — Summer 2011 
Gambling — Winter 2011 


Unionization — Winter 2011 


Contacts 


Administrative data 
Small area and administrative data 


Customer Services 
613-951-9720 


Business surveys 
Annual Survey of Manufactures 
and Logging 


Client Services 
613-951-9497 


Annual surveys of service industries 
Client Services 
613-951-4612 


Business Conditions Survey of 
Manufacturing Industries 
Claude Robillard 
613-951-3507 


Census 
Labour force characteristics 
Sandra Swain 


613-951-6908 


Income statistics 
Eric Olson 


613-951-0220 


ECONOMIC AND SOCIAL INDICATORS 


Property taxes — Autumn 2003 
Provincial wealth inequality — Spring 2005 
Tourism — Summer 2005 

Residential construction — Autumn 2005 
Education — Winter 2005 

Personal debt — Spring 2007 


Provincial labour force differences 
by education — Summer 2008 


Employment and income General Social Survey 
surveys Education, Work and Retirement 
Labour Force Survey Aging and Social Support 

Matc Lévesque Time Use . 

613-951-4090 Client Services 


613-951-5979 
Survey of Employment, Payrolls 


ES Pension sutveys 

Sylvie Picard 

613-951-4003 Pension Plans in Canada Survey 
Bruno Pépin 

Employment Insurance 613-951-4023 

ame one ie Quarterly Survey of Trusteed 

613-951-4091 Pension Funds 
Gregory Sannes 

Major wage settlements 613-951-4034 


Workplace Information Directorate 
(Human Resources and Social 


Development Canada) Special surveys 


819-997-3117 or 1-800-567-6866 Adult Education and Training Survey 
Labour incone EE 3 sear 1-800-307-3382 
Anna MacDonald i Shake eae ae 
613-951-3784 National Graduates Survey 

Client Services 


Survey of Labour and Income Dynamics 
Survey of Financial Security 

Survey of Household Spending 

Client Services 

613-951-7355 or 1-888-297-7355 


613-951-7608 
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Gambling 2011 


Gambling 2011 


@ Net revenue from government-run lotteries, video 
lottery terminals (VLT's), casinos and slot machines 
not in casinos rose steadily from $2.73 billion in 
1992, before levelling off and remaining at around 
$13.7 billion since 2007 ($13.74 billion in 2010). 


@ Net revenue from pari-mutuel betting (horse racing) 
dropped from $532 million to $315 million over 
the same period (1992 to 2010). 


M Net revenue from casinos continued to represent 
one-third of the gambling industry (34%) in 2010, 
while revenue and representation were up for 
lotteries (27%), stable for slot machines outside 
casinos (mainly at racetracks) (21%) and down for 
VLTs for the fifth straight year (19%). 


@ Average gambling revenue per person 18 and over 
in 2009 ranged from $120 in the three territories 
to $855 in Saskatchewan, with a national average 


fo} an toy Boag 


For further information on any of these data, contact Katherine 
Marshall, Labour Statistics Division. She can be reached 
at 613-951-6890 or at katherine.marshall@statcan.ge.ca. 


Compared with workers in non-gambling 
industries, those in gambling were more likely to 
be between age 15 and 34 (42% versus 36%), be 
paid by the hour (80% versus 65%), be paid less 
($21.95 hourly versus $24.05), and receive tips at 
their jobs (27% versus 7%). 


Men increased their share of employment in the 
gambling industry from 35% in 1992 to 53% in 
2010. Similarly the rate of full-time jobs increased 
from 60% to 81% between the two years.’ 


Around 6 in 10 women and men living alone 
reported spending money on at least one gambling 
activity; however, on average men spent almost 
twice as much as women—$615 compared with 
$335. 


Gambling participation and average expenditures 
increased with household income. For example, 
46% of households with incomes of less than 
$20,000 gambled in 2009 and spent an average of 
$390, while equivalent figures for those with 
incomes of $80,000 or more were 75% and $620. 


Perspectives on Labour and Income / 47 


Statistics Canada — Winter 2011 


Gambling 2011 


Chart A Net revenue from government-run gambling has levelled off recently 
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1. Refers to those found outside government-run casinos. 
Source: Statistics Canada, National Accounts. 


Table 1 Gambling revenues and profits 


Gambling Gambling Share of Revenue per 
revenue! profit? total revenue® capita (18 and over)‘ 
1992 2009 1992 2009 1992 2008 1992 2009 

$ millions (current) % $ 
Canada 2,734 13,752 1,680 6,634 1.9 4.4 130 515 
Newfoundland and Labrador 80 204 42 108 DES 2.6 190 490 
Prince Edward Island 20 43 7 16 Delf Sel 210 385 
Nova Scotia 125 oS WD 139 2.8 3.6 180 415 
New Brunswick Wy 220 49 We: Po alf 2.9 210 360 
Quebec 693 DAUP 472 1,400 1.8 324 130 440 
Ontario 853 4,713 529 W713 1.9 4.9 105 455 
Manitoba 153 64] 105 306 Dis) ow 185 685 
Saskatchewan 62 675 39 331 el SEZ 85 855 
Alberta 225 Fae \\ \IO} Ws 1,428 1.6 S72 120 740 
British Columbia 403 P3(0¥3)| 239 1,054 FADE oh) 155 570 
Yukon, Northwest Territories 

and Nunavut 5 10 ] 6 OF 0.3 80 120 


1. Total revenue from wagers on all government-controlled gambling, such as lotteries, casinos and VLTs, minus prizes and winnings. Revisions 
to provincial estimates will occur in November 2011. 

. Net income of provincal governments from total gambling revenue, less operating and other expenses (see Data sources and definitions). 

. The 2008 share of total revenue calculation is based on 2008 gambling revenue and 2008 total provincial revenue. The 2009 provincial 
revenue will be available in November 2011. 

4. Persons 18 and over were selected as this is the legal age of gambling in most provinces. 

Sources: Statistics Canada, National Accounts, Public Institutions (Financial management statistics) and post-censal population estimates. 


Wn 
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Table 2 Characteristics of workers 


Gambling! Non-gambling 
1992 2010 1992 2010 
thousand 

Total employed 11 41 12,720 17,000 
Sex ie 
Men 35 5S 55 52 
Women 65 47 45 48 
Age 
15 to 34 57 42 45 36 
35 and over 43 58 55 64 
Education 
High school or less 66 43 o7 39 
Postsecondary 

certificate or diploma 21 So i, 35 
University degree 13 2G 16 26 
Work status 
Full-time 60 81 81 81 
Part-time 40 19 9 ie 
Provinces 
Atlantic provinces 8 5 7 6 
Quebec F ak 24 238 
Ontario 28 37 se) 39 
Prairies 30 23 17 19 
British Columbia 25 12 13 Is 
Class of worker 
Employee 99 oo 85 84 
Self-employed F F 15 16 


1. Employment at racetracks and ‘racinos’ (racetracks with slots and/ 
or other gaming activities) is excluded. These activities are coded 
under ‘spectator sports.’ 

Source: Statistics Canada, Labour Force Survey. 
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Chart B Gambling GDP still flat since the 
recent economic downturn 
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Note:The price, at basic prices, of the goods and services produced. 
The GDP figures for the gambling industry refer strictly to 
wagering activities, such as lottery ticket sales, VLT receipt 
sales, and bets at casinos. Other economic spinoffs, such as 
hotel and restaurant business, security services and building 
and equipment maintenance are not included. 

Source: Statistics Canada, National Accounts. 


Table 3 Characteristics of jobs 


Gambling Non-gambling 
1997 2010 199% 2010 
thousand 
Employees' 33 41 11,331 14,330 
% 
Unionized? 29 31 34 32 
Non-unionized 7A 69 66 68 
Permanent job 91 23 89 87 
Temporary job 9 i 11 13 
Usually receive tips Dif Dif 7 i, 
No tips UES: 73 93 93 
Paid by the hour 80 80 61 65 
Not paid by the hour 20 20 a9, ale, 
Average hourly 
earnings,* full-time $ 
Both sexes 13.30 2V.95 16:55 24.05 
Men 13.50 24.20 i Wisk) 25.55 
Women 13:05 18.85 14.80 2225 


1. More detailed questions on employees were introduced with the 
1997 revision of the Labour Force Survey. 

2. Includes persons who are not union members, but whose jobs are 
covered by collective agreements. 

3. Includes tips and commissions. 

Source: Statistics Canada, Labour Force Survey. 
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Table 4 Household expenditures on gambling activities 


el 


Other Casinos, slot 
At least one Government lotteries/raffles, machines 
gambling activity lotteries etc. and VLTs Bingos 
ES cee nae a ee NR kT SI ct RO aN Re cee le a mc a 
$ % $ % $ % $ % $ % 
All households 
2000 490 74 245 64 85 31 545 21 745 9 
2001 515 72 255 62 100 30 Sys} 20 815 9 
2002 570 73 265 63 130 30 680 2) 905 8 
2003 505 74 245 66 95 29 670 19 800 8 
2004 55 7] 265 61 100 28 665 19 805 6 
2005 550 69 BINS 61 140 Dif 720 18 965 6 
2006 495 8 255 64 110 28 685 19 520 6 
2007! 645 52 280 48 IPS V7. 850 17 790 4 
2008 480 70 250 62 110 25 695 18 655 5 
2009 495 67 265 58 110 26 710 17 530 6 
One-person households? 460 Syf 210 49 80 7 890 13 Silko 6 
Men 615 59 270 5S 100 16 1,430 14 BINS) 3 
18 to 44 740 52 160 44 55 13 1,915 16 F F 
45 to 64 525 68 295 62 iS 20 ONS 16 F F 
65 and over 570 S/ Se75 SS) 110 14 1,165 7 = F 
Women 635 56 160 46 65 19 440 is 570 8 
18 to 44 160 46 95 Bi7/ 50 19 Ws 13 F F 
45 to 64 270 64 155 56 80 26 855 12 225 8 
65 and over 475 ‘5)7/ 200 45 50 14 670 13 UNS 12 
All households 
Newfoundland and Labrador 425 68 290 5) 95 36 310 6 S/S) 13 
Prince Edward Island 530 67 290 49 110 39 485 14 1,160 9 
Nova Scotia 495 TS 250 65 95 4] 660 13 895 9 
New Brunswick 440 70 260 60 95 35 535 9 780 9 
Quebec Si7/8) 67 250 61 70 16 425 12 495 i 
Ontario 490 66 280 59 Ne 24 595 19 370 5 
Manitoba 540 Us 255 61 95 4] 610 25 735 8 
Saskatchewan 135 76 250 62 ee Dil Wess 23 720 5 
Alberta 785 67 285 53 145 36 535 19 705 4 
British Columbia 450 63 240 54 110 23 660 U7; 445 3 
Income after tax 
Less than $20,000 390 46 170 39 65 10 845 8 625 7 
$20,000 to $39,999 415 62 255 54 80 7 435 14 600 7 
$40,000 to $59,999 A495 70 295 60 90 26 655 17 SiS 6 
$60,000 to $79,999 465 76 265 69 120 32 Soo 21 465 4 
$80,000 and over 620 75 280 65 135 38 1,025 21 340 4 


1. New screening questions were added in 2007 to reduce the response burden, but for some categories, including games of chance, the 
response rate was lower than expected. These screening questions were modified for 2008. See catalogue no. 62FO0026M, no. 1 for more 
details. 

2. Using one-person households allows examination of individual characteristics. Persons 18 and over were selected as this is the legal age for 
gambling in most provinces. 

Note: Expenditures are per spending household. Unless otherwise indicated, figures are for 2009. 

Source: Statistics Canada, Survey of Household Spending. 
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Data sources and definitions 


A AST PRS SEIS NS STE a EE I STS TS ETS SP SE SEE SE SE FT SS LEE ES ESO SESE PP RE ELT POSE IE SO EER 


Labour Force Survey: a monthly household survey that col- 
lects information on labour market activity, including de- 
tailed occupational and industrial classifications, from all 
persons 15 years and over. 


National Accounts: The quarterly Income and Expendi- 
ture Accounts (IEA) is one of several programs constituting 
the System of National Accounts. The IEA produces detailed 
annual and quarterly income and expenditure accounts for 
all sectors of the Canadian economy, namely households, 
businesses, governments and non-residents. 


Survey of Household Spending (SHS): an annual sur- 
vey that began in 1997 and replaced the Family Expendi- 
ture Survey and the Household Facilities and Equipment 
Survey. The SHS collects data on expenditures, income, 
household facilities and equipment, and other character- 
istics of families and individuals living in private households. 


Gambling industries: This industry group covers estab- 
lishments primarily engaged in operating gambling facilities, 
such as casinos, bingo halls and video gaming terminals, 
or providing gambling services, such as lotteries and off- 
track betting. It excludes horse race tracks and hotels, bars 
and restaurants that have casinos or gambling machines on 
the premises. 


Gambling profit: net income from all provincial and ter- 
ritorial government-controlled gambling, such as lotteries, 
casinos and VLTs after prizes and winnings, operating 


expenses (including wages and salaries), payments to the 
federal government, other System of National Accounts 
adjustments, and other expenses are deducted. Other 
expenses includes categories such as ‘special payments’ or 
‘win contributions,’ which vary by province and can influ- 
ence profit rates. 


Gambling revenue: all money wagered on provincial and 
territorial government-run lotteries, casinos and VLTs, less 
prizes and winnings. Gambling revenue generated by and 
for charities and on Indian reserves is excluded. 


Government casino: a government-regulated commer- 
cial casino. Permits, licences and regulations for casinos, 
both charity and government, vary by province. Govern- 
ment casinos, now permitted in several provinces, also vary 
by the degree of public and private involvement in their 
operations and management. Some government casinos are 
run entirely as Crown corporations, while others contract 
some operations—for example, maintenance, management 
or services—to the private sector. 


Video lottery terminal (VLT): a coin-operated, free- 
standing, electronic game of chance. Winnings are paid out 
through receipts that are turned in for cash, as opposed to 
cash payments from slot machines. Such terminals are regu- 
lated by provincial lottery corporations. 


Table 5 Household expenditures on all gambling activities 
by income group, 2009 


Gaming as % of 
total income 


Average 
expenditure 


All Reporting Per- All Reporting 

house- house- centage house- house- 

holds holds reporting holds holds 

cen eS A a a 
$ % 

Income after tax 330 495 67 0.4 0.6 

Less than $20,000 180 390 46 is 2, 

$20,000 to $39,999 255 415 62 0.8 1.4 

$40,000 to $59,999 345 495 70 0:7, 1.0 

$60,000 to $79,999 359 465 76 (Oe) O.7, 

$80,000 and over 465 620 75 0.4 0.5 


Source: Statistics Canada, Survey of Household Spending. 


& Notes 


1. Refers to total money wagered on 
all non-charity government-controlled 
gambling, such as lotteries, casinos and 
VLTs, minus prizes and winnings. 


2. Survey of Household Spending 
(SHS) and National Accounts rankings 
of provincial expenditures differ, in 
part because the SHS includes both 
charity and non-charity gambling activ- 


ity. 


3. Employment at racetracks and 
‘racinos’ (racetracks with slots and/or 
other gaming activities) is excluded. 
These activities are coded under ‘specta- 
tor sports.’ 
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Unionization rates in the first half of 
2010 and 2011 


Average paid employment (employees) during the first 
half of 2011 was 14.5 million, an increase of 249,000 
ovet the same period a year earlier (Table 1). The 
number of unionized employees also increased, by 
80,000 (to 4.3 million). However, since union mem- 
bership rose slightly more rapidly than employment, 
the unionization rate edged up from 29.6% in 2010 to 
297 Yo tia 2011: 


As women experienced disproportionately more gains 
in unionized jobs, their unionization rate rose to 31.1%. 
The unionization rate for men remained constant at 
28.2%. As a result, the gap in the rates between men 
and women widened further in 2011. 


Gains in unionized jobs were mainly part-time jobs. 
Unionization among full-time workers remained 
steady at 31.1%, while the unionization rate of part- 
time workers rose to 23.6% in 2011. 


Data sources 


Information on union membership, density and coverage 
by various socio-demographic characteristics, including 
earnings, are from the Labour Force Survey. Further 
details can be obtained from Marc Lévesque, Labour 
Statistics Division, Statistics Canada at 613-951-4090. 
Data on strikes, lockouts and workdays lost, and those 
on major wage settlements were supplied by Human 
Resources and Skills Development Canada (HRSDC). 
Further information on these statistics may be obtained 
from Client services, Workplace Information Directorate, 
HRSDC,at 1-800-567-6866. 


Chart A Newfoundland and Labrador, the 
most unionized province; Alberta, 
the least 


Newfoundland and Labrador 
Quebec 

Manitoba 

Saskatchewan 

British Columbia 

Prince Edward Island 


Nova Scotia 


ge 2011 
2010 


New Brunswick 
Ontario 


Alberta 


20 25 30 to) 40 


Unionization rate (%) 


Source: Statistics Canada, Labour Force Survey, 
January-to-June averages. 


The unionization rate for permanent employees 
decreased to 29.9%. However, it increased to 28.0% 
for those in non-permanent jobs. Between 2010 and 
2011, the unionization rate slipped in large (100 
employees or more) and small (fewer than 20 employ- 
ees) firms, but rose slightly for those with 20 to 
99 employees. 


Sharanjit Uppal is with the Labour Statistics Division. He can be reached at 613-951-3887 or at sharanjit.uppal@statcan.ge.ca. 
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The provincial picture was mixed (Chart A). Five Changes in unionization rates varied across 
provinces recorded increases in their unionization rate, industries. Notable declines were observed in public 
Nova Scotia recording the largest increase. By con- administration and information and cultural industries. 
trast, unionization decreased in Prince Edward Island, Notable increases occurred in agriculture, and in utili- 
Manitoba and Alberta. ties. (Chart B). 


SES ES RAE ISI EE SS LSE SSM BS BET IE DEN LEDS TRI SD SSI GUT TE NE STII YS ATR ETE AS ET RN BY BT NSE TET 
Chart B_ The highest unionization rates were in public sector industries 
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Education 

Public administration 

Utilities 

Health care and social assistance 
Transportation and warehousing 
Construction 

Information and cultural 
Manufacturing 

Mining, quarrying, oil and gas 
Business, building and other support 
Trade 


Other services 


- Finance, insurance, real estate 
and leasing 


Accommodation and food 
Agriculture 


Professional, scientific and technical 


Unionization rate (%) 


a eee eee eee ee eee 
Source: Statistics Canada, Labour Force Survey, January-to-June averages. 
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Changes in the unionization rate also varied across 10 
major occupational groups (Chart C). Unionization 
declined most in sales and services, and in natural and 
applied sicences. Conversely, it rose notably in occu- 
pations unique to processing, manufacturing and utili- 
ties. Changes in the unionization rate were more 
modest among other major occupational categories. 


Finally, the number of employees who were not union 
members but were covered by a collective agreement 
averaged 295,000 in the first half of 2011, an increase 
from last year’s total of 288,000. 


Chart C Unionization in community service occupations far outpaced that in others 


Health 
Social science, education, government 


Trades, transport and equipment operators 


Unique to processing, 
manufacturing and utilities 


Art, culture, recreation and sport 
Business, finance and administrative 
Natural and applied sciences 
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Unique to primary industry 


Management 


Source: Statistics Canada, Labour Force Survey, January-to-June averages. 
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Table 1 Union membership and coverage by selected characteristics 


2010 2011 
Total Union density Total Union density 
employees Members Coverage! employees Members Coverage! 
‘000 % % ‘000 % % 
Both sexes 14,258 29.6 31.6 14,507 29.7 31.7 
Men 7,049 28.2 30.4 7,244 28.2 30.3 
Women 7,209 309 32.8 7,263 311 33:0 
Sector’ 
Public 3,509 712 74.8 3,600 7d 74.7 
Private 10,749 16.0 17:5 10,907 16.0 TAS 
Age 
15 to 24 2,281 14.9 16.5 2,329 14.5 16.4 
25 to 54 9,920 32.0 34.1 9,963 B2a 34.3 
25 to 44 6,475 30.0 32.2 6,453 30.0 3231 
45 to 54 3,445 35.8 SRS 3,510 36.1 38.3 
55 and over 2,057 34.4 36.3 2215 34.3 36.2 
Education 
Less than Grade 9 277 24.0 25.8 247 23K 24.9 
Some high school 1,295 20.4 22.0 1,244 19.6 21.0 
High school graduation 2,858 2557. 27.0 ZONL 24.8 26.3 
Some postsecondary 1,205 22.6 24.6 1230 Pod Piey se) 
Postsecondary certificate or diploma 5,032 Odes 35.4 749) 36e7, Shoes} 
University degree 3,594 B36 36.3 3,718 34.0 36.5 
Province 
Atlantic 954 30.3 Hy 951 $y TF) 33.2 
Newfoundland and Labrador 193 STE, 37 200 38.1 39.9 
Prince Edward Island 58 30.7 33.0 59 30.2 831 
Nova Scotia 388 28.4 29.6 386 30.1 SHIA 
New Brunswick 314 27.8 29.2 305 290 ae 30.8 
Quebec Byer)! 36.1 39.3 3,385 36.3 39.6 
Ontario 5,552 2600) 27.9 5,669 26.6 28.2 
Prairies 258i, Ziel 29.6 2,672 26.5 28.4 
Manitoba 524 307 38.1 ope Y/ 35 36.9 
Saskatchewan 422 33.8 S15) 427 33.8 8555 
Alberta 1,641 22.6 2512 1,707 22.0 23.9 
British Columbia 1,838 30.4 31.8 1,830 30.4 31.9 
Work status 
Full-time 1.1530 3 Sore Wg 2 Sigil 3303 
Part-time 2,728 2385 25.0 2,785 23.6 25a 
Industry 
Goods-producing 2,962 26.5 28.6 3,062 26.9 28.7 
Agriculture 100 Del, Bez 114 4.5 4.7 
Mining, quarrying, oil and gas QW: 20.3 23-1 Doe GES 2k?) 
Utilities 146 61.6 65.5 144 63.8 66.2 
Construction 801 EXO) 32.0 838 SOr3 31.6 
Manufacturing 1,638 24.0 26.2 675 24.9 26.9 
Service-producing 11,296 30.4 32.4 11,445 30.4 3255 
Trade 2,378 1341 14.4 2:37 | 122 13.8 
Transportation and warehousing 645 41.3 42.8 690 41.1 42.5 
Finance, insurance, real estate and leasing 909 8.2 Re 893 8.8 9.8 
Professional, scientific and technical 821 4.2 53 825 So) 50 
Business, building and other support 495 14.3 16.2 512 16.0 18.2 
Education 1,207 67.0 70.9 1,209 67.6 71.6 
Health care and social assistance 1,778 2.9 55.3 1,831 52.7 54.7 
Information and cultural 625 26.9 28.3 647 25.3 7H Mes) 
Accommodation and food 978 7.0 7.8 98] 7.3 8.1 
Other 524 9.8 11.0 oy ee) 112 
Public administration 935 68.5 73.4 968 66.5 72.0 
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Table 1 Union membership and coverage by selected characteristics (concluded) 


2010 2011 
Union density Union density 
Total ————— Total =—————___________ 
employees Members Coverage! employees Members Coverage! 
‘000 % % ‘000 % % 
Occupation 
Management 1,019 8.3 10.9 980 8.0 11.0 
Business, finance and administrative RUS 24.7 26.5 2,828 24.6 26.4 
Professional 407 16.1 THY 424 16.7 18.4 
Financial and administrative 734 2593 27.4 733 PUSY Tf Dish 
Clerical 1,610 26.6 28.3 T6741 26.1 27.8 
Natural and applied sciences 1,098 22S 24.9 1,097 22a 24.1 
Health 951 60.2 62.4 996 61.0 62.9 
Professional 107 38.2 44.7 Wks 41.0 44.4 
Nursing 278 78.5 80.5 290 79.) 81.0 
Technical 223 59.8 61.0 253 59.3 60.9 
Support staff 342 O25 54.2 340 33:6 rots Al 
Social and public service WA37 55.4 58.7 1,432 5.3 58.7 
Legal, social and religious workers 714 37.1 40.0 716 34.6 37.6 
Teachers and professors 724 TES Whe?! 716 76.0 79.9 
Secondary and elementary 492 85.9 88.0 483 87.1 89.3 
Other 232 47.1 54:3 233 53.0 60.4 
Art, culture, recreation and sport 34] 28.9 30.8 615i1 25 Ses 
Sales and service 3,716 21.0 DOES LAL 20.3 2220 
Wholesale 386 Si) 6.8 397 5e2 a 
Retail 1,080 1372 14.3 1,053 1087, 12.0 
Food and beverage 527 10.1 10.8 536 9.0 929) 
Protective services 251 57.6 62.4 262 55.8 62.1 
Child care and home support 200 45.4 48.4 186 47.2 48.8 
Travel and accommodation 272 PSV (0 PAY AO) Ws! DOwS 28.0 
Trades, transport and equipment operators 1,968 35.4 SE4 2,058 3575 37.4 
Contractors and supervisors 138 2920 SOY 14] 29.8 32.6 
Construction trades 283 BS Shee 284 39.0 40.6 
Other trades 760 SY bell 40.0 803 36.6 38.3 
Transportation equipment operators 484 37.0 38.7 520 36.2 38.1 
Helpers and labourers 303 225 3252 el Sire 32.8 
Unique to primary industry 241 14.6 15:9 260 14.6 16.0 
Unique to processing, 
manufacturing and utilities 736 3183 IS 17 758 33.4 35.4 
Machine operators and assemblers 590 30.7 32.6 609 3341 35.2 
Labourers 146 33.6 BOS 149 34.5 36.4 
Workplace size 
Under 20 employees 4,806 13.4 14.7 4,782 1a 14.5 
20 to 99 employees 4,707 29.8 32.0 4,819 30.1 3223 
100 to 500 employees 2,949 41.1 43.5 3,024 40.5 42.8 
Over 500 employees ew 53:7 56.5 1,882 531 56.0 
Job tenure 
1 to 12 months 2,855 16.0 18.0 3,0 7h 1367 17.6 
Over 1 year to 5 years 4,936 24.3 26.1 4,758 24.1 Doe. 
Over 5 years to 9 years 2,012 31.6 33.6 2,101 OZ 34.0 
Over 9 years to 14 years 1,657 360 38.2 Wipes 38.4 40.2 
Over 14 years 2,798 47.4 49.9 Za13 47.1 49.8 
Job status 
Permanent 12,434 30.0 3h 12,600 29.9 31.9 
Non-permanent 1,824 2fea 29.7. 1,907 28.0 30.5 


1. Union members and persons who are not union members but covered by collective agreements (for example, some religious group 
members). 

2. Public sector employees are those working for government departments or agencies; Crown corporations; or publicly funded schools, 
hospitals or other institutions. Private sector employees are all other wage and salary earners. 

Source: Statistics Canada, Labour Force Survey, January-to-June averages. 
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2010 annual averages 


Approximately 4.2 million employ- 
ees (29.5%) belonged to a union 
in 2010 and another 293,000 
(2.0%) were covered by a collec- 
tive agreement (Table 2). 


The public sector, which consisted 
of government, Crown corpo- 
rations, and publicly funded 
schools or hospitals, had 71.4% of 
its employees belonging to a union. 
This was more than four times the 
rate for the private sector (16.0%). 


Approximately one-third of full- 
time employees belonged to a 
union, compared with just under 
one-fourth of the part-time. Also, 
30.0% of permanent employees 
were union members, compared 
with 26.2% of the non-permanent. 


Unionization rates also varied by 
age group with 36.3% of those 
aged 45 to 54 being members of 
a union as compared to 14.3% 
of those aged 15 to 24. High 
unionization rates were also 
found among those with a univer- 
sity degree (33.7%) or a post-sec- 
ondary certificate or diploma 
(33.2%); in Newfoundland and 
Labrador (37.3%) and in Quebec 
(36.0%); as well as in public 
administration (68.7%), educational 
setvices (66.7%), and utilities 
(64.7%); and health care occupa- 
tions (61.3%). Low unionization 
rates were recorded in Alberta 
(22.6%); in agriculture (2.8%) and 
professional, scientific and techni- 
cal services (4.5%); and in whole- 
sale occupations.(5.2%). 
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Table 2 Union membership, 2010 


Union member! 


Total 
employees Total Density 
‘000 ‘000 % 
Both sexes 14,371 4,240 29.5 
Men TMs) 2,023 28.2 
Women 7,196 RING 30.8 
Sector? 
Public 3511 2,507 71.4 
Private 10,860 W733 6.0 
Age 
15 to 24 2,362 338 14.3 
25 to 54 9,892 S77, Be | 
25 to 44 6,407 1,911 29.8 
45 to 54 3,485 1,266 36.3 
55 and over PMA 725 SAw2 
Education 
Less than Grade 9 DUP. 69 PISS 
Some high school 1,295 263 20.3 
High school graduation 2,851 a 25:3 
Some postsecondary W29 268 Die? 
Postsecondary certificate or diploma Sy TL 1,704 Soe 
University degree 3,607 1,216 okS), 7/ 
Province 
Atlantic 959 288 30.0 
Newfoundland and Labrador 197 74 BM/ 
Prince Edward Island 59 18 SOI 
Nova Scotia 392 111 28.4 
New Brunswick SilZ 85 27.4 
Quebec 3,369 1,214 36.0 
Ontario 5,593 1,481 26.5 
Prairies 2,626 710 2720 
Manitoba 530 189 O5e7/. 
Saskatchewan 423 143 33.9 
Alberta 1,674 Bie7/ 22.6 
British Columbia 1,824 547 30.0 
Work status 
Full-time 11,683 3,621 31.0 
Part-time 2,688 619 23.0 
Industry 
Goods-producing 3,049 812 26.6 
Agriculture 113 3 2.8 
Mining, quarrying, oil and gas 284 57 20.2 
Utilities 148 96 64.7 
Construction 852 Db 30.2 
Manufacturing 652 398 24.1 
Service-producing Wpe22 3,428 30.3 
Trade 2,391 307 12.8 
Transportation and warehousing 664 AM fa 41.4 
Finance, insurance, real estate 
and leasing 900 76 8.4 
Professional, scientific and technical 819 Sii/ 4.5 
Business, building and other support 506 73 14.5 
Education plies 769 66.7 
Health care and social assistance 1,793 953 Done. 
Information, culture and recreation 645 164 Zoro 
Accommodation and food 973 al TS 
Other 523 46 8.9 
Public administration 956 657 68.7 
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Differences between the 
sexes 


For the seventh year in a row, the 
unionization rate for women in 
2010 surpassed that of men (30.8% 
versus 28.2%). The gap widened 
slightly by 0.1 percentage points, as 
compared to that in 2009. 


Among men, part-time employees 
had a much lower rate than full- 
time employees (18.3% versus 
29.5%). Among women, the gap 
was natrower (25.1% versus 
32.8%) (data not shown). The 
unionization rate for women in the 
public sector (73.270) exceeded 
that of men (68.5%), reflecting 
women’s presence in public 
administration, and in teaching and 
health positions. However, in the 
ptivate sectot,; only 12:5%, of 
women were unionized, compared 
with 19.0% of men. The lower rate 
among women reflected their 
predominance in sales and several 
service occupations. 


A higher-than-average rate was 
recorded among men with a post- 
secondary certificate or diploma 
(33.0%). For women, the highest 
rate was among those with a uni- 
versity degree (39.5%), reflecting 
unionization in occupations like 
health care and teaching. 


Among those in permanent posi- 
tions, the rate for men (28.7%) was 
lower than that for women 
(31.3%). The gap was slightly more 
among those in non-permanent 
positions, (27.6% for women ver- 
sus 24.8% for men). 


Table 2 Union membership, 2010 (concluded) 


Occupation 
Management 
Business, finance and administrative 
Professional 
Financial and administrative 
Clerical 
Natural and applied sciences 
Health 
Professional 
Nursing 
Technical 
Support staff 
Social and public service 
Legal, social and religious workers 
Teachers and professors 
Secondary and elementary 
Other 
Art, culture, recreation and sport 
Sales and service 
Wholesale 
Retail 
Food and beverage 
Protective services 
Child care and home support 
Travel and accommodation 
Trades, transport and equipment 
operators 
Contractors and supervisors 
Construction trades 
Other trades 


Transportation equipment operators 


Helpers and labourers 

Unique to primary industry 

Unique to processing, 
manufacturing and utilities 
Machine operators and assemblers 
Labourers 


Workplace size 
Under 20 employees 
20 to 99 employees 
100 to 500 employees 
Over 500 employees 


Job tenure 

1 to 12 months 

Over 1 year to 5 years 
Over 5 years to 9 years 
Over 9 years to 14 years 
Over 14 years 

Job status 

Permanent 
Non-permanent 


1. Excludes non-members covered by a collective agreement. 


Total 
employees 


‘000 


Union member! 


Total 


‘000 


Density 


15.6 
24.1 
OT 
36.8 
47.7 


30.0 
26.2 


2. Public sector employees are those working for government departments or agencies; Crown 
corporations; or publicly funded schools, hospitals or other institutions. Private sector 
employees are all other wage and salary earners. 

Source: Siatistics Canada, Labour Force Survey. 
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Average earnings and 
usual hours 


Earnings are generally higher 
in unionized as compared 
to non-unionized jobs. Fac- 
tors other than collective bar- 
gaining provisions contribute 
to this. These include varying 
distributions of unionized 
employees by age, sex, job 
tenure, industry, occupation, 
firm size, and geographical 
location. The effects of these 
factors are not examined 
here. However, unionized 
workers and jobs clearly have 
characteristics associated with 
higher earnings. For example, 
unionization is higher for 
older workers, those with 
mote education, those with 
long tenure, and those in 
larger workplaces. Still, a 
wage premium exists, which, 
after controlling for employee 
and workplace characteristics, 
has been estimated at 7.7% 
(Fang and Verma 2002). 


Average hourly earnings of 
unionized workers were 
higher = than those of 
non-unionized workers in 
2010" (Table 3)ser "This 
held true for both full- 
time employees ($26.72 ver- 
sus $22.71) and part-timers 
($22.09 versus $14.02). Un- 
ionized part-time employees 
not only had higher hourly 
earnings, but they also 
wotked more (19.1 hours 
weceuc!G.7). Lhis led'to.a 
larger gap in weekly earnings 
($427.26 versus $240.39). 
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Table 3 Average earnings and usual hours by union and job 
status, 2010 


Hourly earnings Usual weekly hours, main job 


All em- Full- Part- 


All em- Full- Part- 
ployees time time ployees time time 
$ hours 

Both sexes 22S 24.04 15.96 Soul 39.2 Ws3 
Union member 26.04 WNP 22.09 35.6 38.4 19.1 
Union coverage! 26.04 26.74 21.93 35.6 38.5 18.9 
Not a union member? 20.92 22.71 14.02 34.9 39.6 16.7 
Men 24.33 25.54 15,02 SV7/ aff 40.4 16.4 
Union member 26.92 27.41 20.79 38.0 39.6 17.9 
Union coverage! 26.96 27.48 20.70 38.0 39.7 Wot/ 
Not a union member? 23.18 24.63 13.58 Vex: 40.8 16.1 
Women 20.74 22.26 16.38 32.6 37.8 17.6 
Union member 25.24 LIST Vip ias)|| 33.4 SY 74 19.5 
Union coverage! 25.18 25.93 22.34 33.4 aN re 19.4 
Not a union member? 18.59 20.30 14.23 B22) 38.1 1720 
Atlantic 19.70 20.76 14.21 36.5 40.2 life2 
Union member 24.42 24.68 22.01 Sv 39.4 20.1 
Union coverage! 24.48 24.77 PAN IS) SV) SS) 19.8 
Not a union member? 17.49 aval WAS 36.0 40.6 16.6 
Quebec 21.13 22.44 15.60 34.2 38.0 Wes 
Union member 24.10 24.56 21.29 35.0 87.5 19.6 
Union coverage! 23.94 24.43 20.97 35.0 SYS) 19.4 
Not a union member? 19.30 Zell 13.44 33.6 38.4 Wf) 
Ontario 2322 24.96 15.64 615), 1 39.3 ZA 
Union member 27.49 28.51 21.34 S15), 7/ 38.6 18.3 
Union coverage! 27.50 28.56 21.20 S57) 38.7 18.2 
Not a union member? 21.57 23.47 14.12 34.9 39.6 16.6 
Prairies DSI: DS MNP 17.00 36.1 40.1 WH 
Union member 26.78 PU Bf 23.60 36.0 39.1 19:2 
Union coverage! 26.98 IA foe) 23.59 36.1 S92 19.2 
Not a union member? 22.37 24.06 VARAl 36.2 40.5 16.5 
British Columbia 22.78 24.37 16.91 34.7 39.3 ie! 
Union member 26.08 26.97 242 BXS) 72 38.7 QZ 
Union coverage! 26.45 ieee 23.38 SoZ S87 19e 
Not a union member? 21.09 23.02 14.56 34.4 39.6 16.8 


a 

1. Union members and persons who are not union members but covered by collective agreements (for 
example, some religious group members). 

2. Workers who are neither union members nor covered by collective agreements. 

Source: Statistics Canada, Labour Force Survey. 


On average, full-time unionized women earned 95% as much per hout as their 
male counterparts. In contrast, those working part-time earned 8% more. 
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Wage settlements, inflation and labour wage gain in the private sector exceeded that in the 
disputes public sector (2.1% versus 1.6%). This trend contin- 
ued in the first three months of 2011 whereby the gains 
stood at 2.2% in the private sector and 1.2% in the 
public sector. 


The wage rate increase in 2010 was lower as com- 
pared to that in the previous year (1.8 versus 2.4%) 
(Table 4). In 2010 the increase in wages was equal to 
the rate of inflation. For the first time in 5 years, the 


Table 4 Major wage settlements, inflation and labour disputes 


Average annual increase 


in base wage rates! Labour disputes and time lost? 
Annual 

Public Private change in Proportion 
sector sector Total consumer Strikes and Workers Person-days — of estimated 
Year employees? employees? employees price index' lockouts* involved not worked working time 
% ‘000 ‘000 % 
1999 19 ITA 22 1.8 412 159 2,434 0.08 
2000 215 2A 2S Be7 378 143 1,644 0.05 
2001 3.4 3.0 og 25 38] 221 2,203 0.07 
2002 29 2.6 2.8 2,2 294 166 2,986 0.09 
2003 29 1.2 Zo 2.8 266 79 1,730 0.05 
2004 1.4 28 1.8 1.8 PRE 259 37185 0.09 
2005 2.3 25 2:3 Bae 260 thee 4,148 0.11 
2006 2.6 P| 20 2.0 15] 42 773 0.02 
2007 3.4 a. ona ae 206 66 W77A 0.05 
2008 C15 is: 312 253 188 4] 876 0.02 
2009 Pe 1.8 2.4 0.3 158 67 2,169 0.06 
2010 1.6 23) 1.8 1.8 LZ Sy 1,209 0.03 

2ORIF 1.2 Dagg ies 1.0 - 


1. Involving 500 or more employees. 

2. Involving 1 worker or more. 

3. Public sector employees are those working for government departments or agencies; Crown corporations; or publicly funded schools, hospitals 
or other institutions. Private sector employees are all other wage and salary earners. 

. Minimum of ten person-days not worked. 

. 2011 data refer to January to March only. 

Sources: Statistics Canada, Prices Division; Human Resources and Social Development Canada, Workplace Information Directorate. 


as 
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Annual statistics on strikes, lockouts and person-days 
lost are affected by several factors, including collective 
bargaining timetables, size of the unions involved, strike 
ot lockout duration, and state of the economy. The 
number of collective agreements up for renewal in a 
year determines the potential for industrial disputes. 
Union size and strike or lockout duration determine 
the number of person-days lost. The state of the 
economy influences the likelihood of an industrial 
dispute, given that one is legally possible. The 
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Unionization 2011 


proportion of estimated working time lost due to 
strikes and lockouts decreased to 0.01% in 2011 from 
0.03% in 2010. 
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